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To: The Secretary, Institute of Chartered Accountants in England and Wales, Moorgate Place, London, E.C.2 


r Please send me twelve issues of ACCOUNTANCY, commencing with that for................066. 
I enclose cheque/money order/postal orders for { 


Remittances should be made payable to ACCOUNTANCY in London and crossed “Lloyds Bank Ltd.” 


This part to be filled in if the student's concessionary rate of 15s. is claimed 


I am serving under articles of clerkship / undergoing qualifying service with 
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& COMPANY 

RE-VALUATION 
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Olivetti 


Audit accounting 

is fully mechanised accounting 
simpler 

more accurate 

more economical 

than you thought possible 


Audit 412 


Whatever your accounting problem, 
and particularly if it is the problem of 
how to reduce your accounting costs, 
the Olivetti Audit machines and 
Olivetti technical services will help 
you to the right answer. 


The Olivetti Audit numerical and 
alphanumerical accounting machines 
guarantee the efficiency of all your ac- 
counting. 


super-automatic performance 
arithmetical functions and transfers, the 
printing of totals, balances and dates, the 
opening and closing of the front feed—all 
these are controlled automatically from the 
programme panel. 


simplicity of operation 

Audit machines require no_ special 
operator training - operator decision is 
limited to figure-entry on the modern, 
simplified keyboard and selection between 
two motor bars. 
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bullt-in accuracy 


pick-up balances and account numbers are 
automatically checked before they are 
printed, and before any new entries can be 
made on a card. 


low cost of installation 


Audit versatility (four distinct jobs can be 
programmed on one panel) and low unit 
price bring the cost of installing fully 
mechanised accounting lower than ever 
before in this country and well within the 
means of any business. 


economy in use 


high operating speed, programme use of 
both the forward and the return move- 
ments of the carriage, the elimination of 
operator fatigue and error and the fact that 
unskilled or part-time operators may be 
employed combine to save operating time, 
to increase output and the accuracy of 
output, and to reduce running costs. 


olivetti 


Audit S12 


British Olivetti Ltd. 30 Berkeley Square, London, W. 1 
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H. FOULKS LYNCH & GO LTD 


THE ACCOUNTANCY TUTORS 


announce that continuous increases in all costs incidental to the provision of their tutorial services 
compel them reluctantly to increase their fees (which have remained unchanged since 1956) for courses 
of tuition for the examinations of the Institute of Chartered Accountants in England and Wales, with 
effect as from July Ist, 1961. Enrolments received not later than June 30th, 1961, will be accepted at 
the present rates. 


Whilst regretting the necessity for this step, it is pointed out that in the face of constantly mounting 
costs, only by the utmost economy in administration has it been possible to hold down the present 
scale of fees for so long, and that even at the new rates, a complete correspondence course, with guaran- 
tee, the fee for which was £31 10s in 1938, will cost only £60. 


That the Foulks Lynch courses are still the most profitable investment for discriminating articled 
clerks is evidenced by the results achieved by pupils of the company in recent years. At the examinations 
of the Institute in November 1960, over 90 per cent of all the successful candidates, including 34 out 
of the 35 Honoursmen, were Foulks Lynch pupils, whilst of those who were taking the final exami- 
nation for the first time, two out of every three were successful. 


Apply for Syllabus of Tuition to: 


THE SECRETARY, 
H. FOULKS LYNCH & CO LTD, 4-7 CHISWELL STREET, LONDON, EC1 


COMPANY 
FOR SERVICE AND SATISFACTION 


you cannot do better than use one of SURVEYORS, VALUERS & AGENTS 


the five DAVY COMPANY OUTFITS 
coupled with the DAVY SERVICE for OF 
your next company formation. 


FACTORIES 
settled by Counsel, to: 


CHAS. DAVY & CO. 


LIMITED PLANT & MACHINERY VALUERS 
Company Registration Agents Pe 


Head Offiee 
3-11 PINE STREET, LONDON, ECl 7| BISHOPSGATE, LONDON, E.C.2 


Telephone Terminus 6267 (5 lines) 


London Wall 7201 (5 lines) 


Telephone Monarch 3555 
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Professional Notes 


The New President and Vice-President 

As reported on pages 381-2 of this issue, the Council of 
The Institute of Chartered Accountants in England and 
Wales has elected as President of the Institute Mr. P. F. 
Granger, F.c.A., Nottingham, and as Vice-President Mr. 
P. F. Carpenter, F.c.a., London. 

Mr. Granger qualified in 1928 after serving articles 
with the late Mr. T. G. Mellors, who was President of the 
Institute in 1924/25. After a few years with Price Water- 
house & Co. in London, Mr. Granger returned to the 
firm of Mellors, Basden & Mellors, in which he has been 
a partner since 1933. He was elected a member of the 
Council in 1950, and became Vice-President a year ago. 

He was Honorary Secretary of the Nottingham Society 
of Chartered Accountants from 1933 to 1938, and its 
President in 1949 and 1950. 


Mr. Granger became a Territorial Army Officer in 
February, 1939, and went to Baghdad in 1941 as Staff 
Captain of his Brigade. He later became a Major 
(D.A.Q.M.G.) in the 10th Army and Paiforce, till in 1943 
he was seconded for administrative duties at Teheran, 
where he became an Attaché at the British Embassy and 
subsequently Deputy Director of Public Relations. 

He serves on the Council of the University of Notting- 
ham and on the Boards of several companies, and is 
connected with a number of charities. 

Mr. Granger’s recreations include walking, occasional 
golf and tennis. During his schooldays he played in the 
cricket XI at Oundle, and subsequently he gained his 
county colours at hockey. 

The new Vice-President, Mr. P. F. Carpenter, F.C.A., ii 
senior partner in Messrs. W. B. Keen & Co., London— 


if 
r 
> 
‘ 
. 
4 
as 
=, 
ae 
pists 
ay 
RY 


320 


the firm in which he served his articles 
before qualifying in 1923. 

He became a member of the Coun- 
cil in 1947, and has rendered valuable 
service on many of its committees. 
He has been chairman for the last 
four years of the Examination, 
Library, and Summer Course Com- 
mittees. He was the first Chairman 
of the London and District Society 
of Chartered Accountants in 1943/44, 
and is also a past Chairman of the 
Chartered Accountant Students 
Society of London and a former 
Honorary Secretary of the Union of 
Chartered Accountant Students 
Societies. 

Mr. Carpenter has represented the 
Institute for the last year on the Joint 
Committee for the Award of National 
Certificates in Business Studies, and 


Mr. Paul Francis Granger, F.C.A., President of the Institute 
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for six years on the governing body of 
the City of London College. He 
formerly served as an advisory 
accountant to the Railway Assess- 
ment Authority, and as a member of 
the Palmer Committee of 1947 on 
Prices of Building Materials, and he 
gave evidence to the Mocatta Com- 
mittee on the Endorsement of 
Cheques. He is a member of the 
Court of Guild of Freemen of the 
City of London. 


The Burden of Office 

AFTER THE ELECTION of the new Presi- 
dent and Vice-President the Council 
went on to express its appreciation of 
all that the outgoing President, this 
man of many parts, had accom- 
plished. The whole of the Council’s 


work during the past year, said Mr. 
Jack Clayton, bore the imprint of 
Mr. S. John Pears’s incisive person- 
ality. In the international sphere, 
merely to have had as President an 
accountant of his worldwide repute 
could not but add lustre to the already 
high reputation of the Institute over- 
seas. At home the publication of his 
correspondence with the Inland Rev- 
enue regarding stock-in-trade and 
the issue of Recommendation 22 
would be of immeasurable help to 
members, not least to the small firms 
and the sole practitioner. Mr. Pears 
had made a major contribution to the 
future pattern of Institute activities 
in the fields of education, public 
relations, technical activities, staffing, 
housing and finance. The speaker 
acclaimed him as a man of ideas, 
impatient to translate them into 
action, making one transmute Des- 
cartes and say of him, “Cogito ergo 
facio.”” 

Warmly seconding the vote of 
thanks, Mr. D. Steele called his year 
of office Mr. Pears’s culminating 
year, his orbital year, as one might 
say. His colleagues offered the out- 
going President their unstinted ad- 
miration and gratitude for his intense 
and fruitful concentration on their 
affairs. 

In thanking the members of the 
Council for their tributes Mr. Pears 
gave some revealing figures of the 
hours claimed by Institute business 
during the past three years. Exclu- 
ding time spent on travel outside 
office hours and at functions held in 
the evening, he had given a total of 
approximately 1,900 hours to the 
business of the Institute—in the 
first year, as an ordinary member of 
the Council and chairman of the 
Parliamentary and Law Committee, 
435 hours; in the second year, when 


- Vice-President, 565 hours; and this 


last year, as President, almost 900 
hours—which included attendance 
at over 200 meetings of various kinds 
connected with the Institute, and 
over 100 lunches and dinners. The 
incoming President, with additional 
travel to and from London, was 
faced with a very heavy year, and Mr. 
Pears wondered whether some con- 
sideration might not be given to 
lightening the burden. 
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The Education Debate 

THE COMMITTEE ON Education and 
Training under the chairmanship of 
Mr. W. E. Parker, C.B.E., F.C.A., in 
its recently published report made 
very clear its belief that the whole sub- 
ject should be widely and thoroughly 
discussed in the profession at large 
before any final decisions were made. 
The Council of The Institute of Char- 
tered Accountants in England and 
Wales also helped to provide time for 
such discussion by referring the report 
to the appropriate committees of the 
Council and of the district societies 
before indicating its own attitude to 
the recommendations. 

An indication of how fruitful such 
an examination can be was provided 
at a recent dinner given by the Lon- 
don and District Society of Chartered 
Accountants, to precede the opening 
of Commonwealth Technical Train- 
ing Week. At this Mr. W. E. Parker, 
with the lucidity which, it is generally 
agreed, was an outstanding feature of 
the report itself, outlined the oppor- 
tunities of the profession to a number 
of principals and careers masters of 
public schools and invited their com- 
ments. It was immediately apparent 
that the schoolmasters needed, and 
were anxious to have, more informa- 
tion. Some were obviously unaware 
of fairly elementary facts concerning 
the profession and of the availability 
of information from Moorgate Place. 
That is a gap that can fairly readily 
be filled. What should give serious 
food for thought to the profession 
was the genuine doubts of careers 
masters, particularly those from the 
more distinguished public schools, 
about recommending boys to go into 
accountancy at all, in the face of so 
many attractive opportunities else- 
where and of the increased pressure 
for a larger entry to universities. 

Mr. Parker was able to deal with 
that particular objection, in so far as 
he had not anticipated it, by outlining 
the special characteristics most ap- 
propriate in recruits to accountancy 
and the long-term financial prospects 
of the profession, which often were 
found to compare favourably with 
expectations in industry, though the 
glossy initial offers of some big firms 
might tend to cream off many of the 
more able new graduates and school 
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Mr. Percy Frederick Carpenter, F.C.A., Vice-President of the Institute 


leavers. But the problem remains a 
real one. In the absence of a very 
thorough analysis of earnings pros- 
pects for industrial trainees as against 
articled clerks the doubts of many 
careers masters will remain unre- 
solved, and there is an uncertainty as 
to whether the big rewards of prac- 
tice are sufficiently numerous and im- 
pressive as against the high average 
remuneration, for accountants and 
non-accountants, in industry. The 
appeal to new entrants will still have 
to be put on a wider basis than that. 

A whole series of less fundamental 
difficulties is also being aired—the 
relatively late qualifying age of gradu- 
ates entering accountancy and, even 
if the Committee’s proposals are 
accepted, of sixth form boys leaving 
after 174 with two A levels; the un- 
solved questions of the place of 
accountancy in universities; the diffi- 
culty presented by the accountant 
who left school at sixteen and who 
thinks that what was good enough 
for him is good enough for his son— 


another snag which the careers mas- 
ters have run into. 

There is plenty of room for further 
argument. Some of it is included in 
the article by Mr. Rawcliffe, a school- 
master-accountant, on pages 334-6 
and in Professor Cousins’s letter on 
pages 367-8 of this issue of ACCOUN- 
TANCY. 


George O. May 

GEORGE OLIVER MAY, F.C.A., of South- 
port, Connecticut, for many years 
one of the most widely known mem- 
bers of the accounting profession in 
the United States of America, died 
on May 25, 1961. Having had a most 
distinguished career as accountant, 
economist, philosopher, educator, 
author and adviser to agencies of the 
United States federal government, he 
was widely acclaimed as the Dean of 
American Accounting. 

Mr. May was born in Teignmouth, 
Devon, served his articles in Exeter, 
and in 1897 qualified as a member of 
The Institute of Chartered Accoun- 
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tants in England and Wales. He 
became a member of the staff of 
Price Waterhouse & Co. in 1897, 
moving later that year to the United 
States to Jones, Caesar & Co., who 
at that time represented Price Water- 
house & Co. there. In 1901, when 
the United States firm of Price Water- 
house & Co. was formed, he joined it, 
becoming a partner in 1902 and 
senior partner in 1911. Mr. May 
retired in 1940, but continued as a 
consultant to the firm. 

Always active in the affairs of the 
American Institute of Certified Public 
Accountants, he served as Vice- 
President in 1917 and 1918 and over 
the years was chairman of many 
committees, including those on fed- 
eral taxation, the development of 
accounting principles, accounting 
procedure, state legislation and ter- 
minology. He wrote extensively, 
urging fuller disclosure in financial 
statements. His influence as an 
adviser to the New York Stock 
Exchange resulted in a joint under- 
taking by the Exchange and the 
American Institute which produced 
the publication Audits of Corporate 
Accounts, much of which was drafted 
by Mr. May. 

He served in the United States 
Treasury and on the War Trade 
Board in 1917/18, and frequently 
acted as an official or unofficial 
adviser of the Treasury and of Com- 
mittees of Congress. Among bodies 
in which Mr. May held official 
positions are the National Bureau of 
Economic Research, the Social 
Science Research Council, the Coun- 
cil on Foreign Relations, the Ameri- 
can Economic Association, the Amer- 
ican Statistical Association and the 
Graduate School of Business Ad- 
ministration of Harvard University, 
where he was the first lecturer on the 
Dickinson Foundation. 

George O. May was eighty-six and 
thus one of the oldest members of 
the English Institute. An expression 
of sympathy has been conveyed by 
the Council to Mr. May’s son and 
daughters and their families, and to 
the American Institute of Certified 
Public Accountants. 


Capital Finance for Trustee Banks 
INCREASED RUNNING COSTS and alter- 
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native means of investment for small 
savings no doubt account for the 
need of the Trustee Savings Banks 
for some official assistance in the 
finance of capital development, such 
as the opening of new branches and 
the modernisation of others. Hitherto 
trustee savings banks have relied for 
their capital development mainly on 
surplus funds accumulated in past 
periods, when their income was in 
excess of the interest paid to de- 
positors and management expenses. 
Those banks with insufficient capital 
have borrowed from other savings 
banks, but the sums available for 
lending in this way are limited. The 
Chancellor of the Exchequer has 
therefore agreed that the rate of 
interest payable to the banks on their 
deposits with the National Debt 
Office should be increased in order 
to build up a fund for capital 
development. In answer to a question 
in the House last month heannounced 
the raising of the rate of interest from 
£3 to £3 ls. per cent. for a limited 
period not to exceed five years from 
May 21, 1961. The proceeds of the 
additional 1s. per cent. will be 
administered by the Trustee Savings 
Banks Association and lent to 
individual banks free of interest for 
periods varying from ten to twenty 
years to finance capital development 
approved by the National Debt 
Office. Both the rate paid and the 
addition to it seem modest, but with 
total assets averaging perhaps £1,500 
million over the period (not all of 
which will rank for interest) the 
additional sum available annually 
should be around £450,000. 

The announcement puts into effect 
a suggestion advanced by the then 
Chancellor, now Lord Amory, at 
the 150th anniversary celebrations 
of the movement at Aberdeen last 
year (see ACCOUNTANCY, June, 1960, 


page 325). 


Articled Clerks from Overseas 

DURING 1960 SOME 275 students from 
overseas entered articles with mem- 
bers of The Institute of Chartered 
Accountants in England and Wales. 
Of these, it was stated at the last 
Council meeting, fewer than fifty did 
so as a result of introductions from 
the Institute’s offices at Moorgate 


Place. Although there is always a 
large number of oversea students in 
this country who, in the hope of an 
introduction, have given particulars 
to the Institute, members appear 
reluctant to notify vacancies. The 
Council wishes members, in their 
own interest as well as that of stu- 
dents from abroad, to make greater 
use of the Institute’s introductory 
service. Particulars of the method 
adopted are as follows: 


Full details are kept of oversea 
students who are eligible to enter 
articles and are immediately available 
for interview. Students are not 
selected at random for reference to 
principals. An effort is made to see 
that names given are of students who 
appear suitable to the particular case. 

Names of members are not given to 
such students from overseas. A mem- 
ber will be given the name of a student 
and it will be for him to approach that 
student or not as he wishes. No over- 
sea student may therefore properly 
represent that he has been informed 
by the Institute that a member has a 
vacancy for an articled clerk. 

This introductory service leaves 
with members the ultimate respon- 
sibility of deciding whether or not an 
applicant should be offered articles. 
It does, however, offer the prospect 
of a better foundation for interviews 
than would, for example, placing or 
answering advertisements in the 
national and professional press. 


Geoffrey Bostock 

WITH MUCH REGRET we record the 
death on May 24 of Mr. Geoffrey R. 
Bostock, F.C.A., senior partner in 
Messrs. Annan, Dexter & Co., one of 
the Honorary Auditors of the Char- 
tered Accountants’ Benevolent As- 
sociation and formerly for twenty- 
five years an auditor of the Institute. 
He was eighty years of age. 

After leaving Solihull School, Mr. 
Bostock served articles in Birming- 
ham and qualified in 1903. In the 
following year he was admitted to 
partnership in the firm of Annan, 
Dexter & Co., London, and was a 
founder partner of Deloitte, Plender, 
Griffiths, Annan & Co., with offices 
in Johannesburg and elsewhere in 
Africa. He became senior partner in 
Annan, Dexter & Co. in 1934. From 
1934 to 1959 he was one of the two 
auditors of the Institute, resigning 


that office when his partner and 
former articled clerk, Mr. E. Kenneth 
Wright, F.c.A., was elected to mem- 
bership of the Council. He retained 
till his death the honorary auditor- 
ship of the Benevolent Association, 
to which also he was elected in 1934. 

He was chairman of Burberrys 
Ltd. from 1937 to 1954. 

Mr. Bostock’s time was generously 
spent in charitable work. He was 
chairman of the Royal Free Hospital 
from 1950 to 1956, a member of the 
General Council of King Edward’s 
Hospital Fund for London from 
1953 to 1959, and Honorary Treas- 
urer of the Melanesian Mission since 
1939. He was Grand Treasurer for 
1941 of the Grand Lodge of England, 
and since 1942 had been a mem- 
ber of the Board of Management of 
the Royal Masonic Institution for 
Boys. 

He was Honorary Treasurer and 
churchwarden of St. James’s, Picca- 
dilly, and also churchwarden of St. 
Margaret’s, Lothbury. A memorial 
service was held at St. James’s on 
May 31, at which the Institute was 
represented by Mr. S. John Pears 
(President), Mr. P. F. Granger (Vice- 
President), and Mr. A. S. Maclver 
(Secretary); other members of the 
Council were also present. 


Institute of Municipal Treasurers and 
Accountants 

THE ANNUAL CONFERENCE of the 
Institute of Municipal Treasurers and 
Accountants was held at the Winter 
Gardens, Blackpool, from June 14 to 
16. In his Presidential Address Mr. 
A. L. A. West, 0O.B.E., F.I.M.T.A., 
Treasurer, North-West Metropolitan 
Regional Hospital Board, remarked 
upon the attention which had been 
paid over the last three or four years 
to costing the hospitals service. Eco- 
nomies had been effected, but there 
remained a vast bulk of expenditure 
relating to the treatment of patients 
to which costing could not readily 
be applied. The most intractable item 
of this kind was drugs. Departmental 
costing was not yielding the results 
which were expected because full use 
was not being made of the costs re- 
vealed. There was a need, he consi- 
dered, for a free interchange of finan- 
cial officers among all types of public 
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authority, and for high-level research 
into such matters as costing, the 
allocation of expenditure to hospi- 
tals, and such non-financial subjects 
as assessments of the need for hos- 
pital beds and out-patient facilities. 


Another Alternative to H.P. 

A RECENT STATEMENT makes it clear 
that the Industrial Bankers’ Associa- 
tion has already made some progress 
with a plan which is proving an 
attractive alternative to hire purchase 
both on the Continent and in the 
United States. This is simply that a 
would-be borrower approaches a 
finance house direct and seeks what 
is to all intents and purposes a 
personal loan, similar to those now 
granted by deposit banks. If the loan 
is granted, the borrower is then free 
to choose his own retailer for any 
goods he wishes to purchase; for 
these he pays cash and the terms of 
the loan define rate of interest, ser- 
vice charge and repayment of prin- 
cipal. There would have to be some 
limit to the size of individual trans- 
actions with the retailer, but within 
reason more than one purchase would 
be permissible on each loan and only 
one regular payment would have to 
be made, thus saving a good deal of 
labour for both lender and borrower, 
in addition to giving the latter the 
freedom to choose lender and re- 
tailer. 

The essential feature of this method 
of finance is that the property in the 
goods passes on acquisition to the 
purchaser. This leaves the lender 
with the option of seeking some form 
of mortgage on the goods—this 
might present difficulties and would 
certainly involve labour—or lending 
on the credit of the borrower, a 
method which has been found to 
work well in West Germany, where 
the practice is in operation alongside 
normal hire purchase. 

In this country such a plan would 
run into certain difficulties under the 
Moneylenders Acts—which in any 
case need amendment or recasting— 
and the Treasury would have to be 
satisfied that it did not interfere with 
its regulations for the control of 
crédit. If quasi-permanent regula- 
tions are to be made in respect of 
hire purchase terms, the terms of 
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repayment of loans of this type might 
be covered at the same time. The 
authorities already have full power to 
regulate the raising of capital and the 
extent of bank borrowing, two 
sources to which the finance houses 
have recourse. On the third source, 
deposits, it is to be hoped that legis- 
lation will not be long deferred and 
that it will include some provision 
relating total deposits to the capital 
and reserves of the advertiser. There 
remains one further point of sub- 
stantial interest, namely, whether the 
interest element in the repayment by 
the borrower to the finance house will 
be a charge to be deducted for tax 
purposes. The Treasury has been 
chary of issuing the requisite Form 
R 62 to any but a few classes of 
lender, but it might well consider that 
the finance houses should be added 
to the list for this type of business, 
provided they can overcome the 
difficulties which the Treasury and 
the Board of Trade must raise. It is 
understood that considerable pro- 
gress has been made, but since new 
legislation will probably be involved 
there may be considerable delay 
before the plan can become fully 
operative. 


Protecting the Stockholder 

IT IS A very common experience that, 
whenever (as often happens in rights 
issues) conditions arise which permit 
holders of a given security to make a 
profit without risk, there is always a 
proportion—often only a small pro- 
portion—which fails to take the 
benefit offered. It is usually argued 
that if people cannot look after their 
own interest there is no reason why 
anyone else should do so unless he is 
specifically charged with that duty. 
However this may be, there is at 
least one company, the Bowater 
Paper Corporation, which takes a 
different view. This company has 
always treated its share and stock- 
holders as people of importance, and 
it has now taken what seems to be a 
new means of protecting the holders 
of its convertible unsecured loan 
stock, whose rights to convert expire 
next month. Thanks to this right the 
stock now stands around 138, where- 
as on an interest basis it is probably 
worth a little over 90, and the actual 
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value of conversion is anyone’s 
guess. Knowing that there will be 
some too lazy or too unfortunate to 
convert or to sell, the company is 
altering the trust deed of the stock to 
permit it to convert any stock out- 
standing on August 1, to sell the 
shares and to distribute the proceeds 
to the holders of the unconverted 
stock. Should the proceeds fall short 
of the par value of the stock, it will 
be repaid at par. This course would 
seem to be wholly admirable and one 
which ought to be generally adopted. 


Cement Price-Fixing Approved 

THE RESTRICTIVE PRACTICES Court 
has decided ({1961] 1 W.L.R. 581) 
that the main price-fixing restriction 
in the Cement Makers’ Federation 
Agreement is not contrary to the 
public interest. 

The Court held that, because of the 
greater security it afforded to the 
members’ investment, the scheme 
enabled them to accept a lower 
overall return on their capital than 
the minimum that they would re- 
quire under free competition in an 
expanding market. It had resulted in 
substantially lower prices of cement 
than would prevail under competi- 
tion and was, therefore, not un- 
reasonable within the balancing 
clause of Section 21 (1) of the 
Restrictive Trade Practices Act, 1956. 
The Federation had succeeded in 
establishing that “the public as pur- 
chasers” enjoyed a substantial and 
specific benefit under paragraph () 
of that Section, and there were no 


detriments outweighing that advan- 


tage. In this judgment the Court 
applied the principle laid down in 
In re Black Bolt and Nut Association 
Agreement (1960) L.R. 2 R.P. 50, 94 
(see ACCOUNTANCY, August, 1960, 
page 440). Further, the Court held 
that the restrictions contained in the 
standard terms of sale were reason- 
ably required for the maintenance of 
the general price restrictions. 

From time to time prices were 
altered by the Federation, but it was 
influenced in its decisions by the 
advice of a committee consisting of 
the independent chairman and the 
independent accountant, neither of 
whom had any financial interest in 
the industry. Members submitted 
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quarterly cost returns to the com- 
mittee, and it had exercised a 
moderating influence on the members 
and a wise control over the prices 
fixed. 

But the Court found no economic 
justification for rebates allowed to 
large purchasers and large mer- 
chants on the basis of aggregate 
annual purchases; nor was it satisfied 
on the restriction prohibiting entry 
into contracts of more than twelve 
months’ duration other than for a 
specified job. Both these arrange- 
ments were declared contrary to the 
public interest. 


Editor of Accountancy 

MR. WALTER TAPLIN, M.A., B.COM., has 
been appointed Editor of ACCOUNT- 
ANCY. He has been acting as editor 
since February, and will continue to 
do so until he takes up the appoint- 
ment full-time on November 1, 1961. 
Mr. Taplin entered journalism on the 
staff of The Economist in 1938. He 
joined the Spectator in 1946 as 
assistant editor and became succes- 
sively deputy editor and editor. Since 
1957 he has been a Research Fellow 
of the London School of Economics. 


Shorter Notes 


Annual Church Service of the Institute 
A special service for members of the 
Institute will be held at St. Margaret’s 
Church, Lothbury, London, E.C.2, at 
1 p.m. on Wednesday, July 5. The mem- 
bers of the Council will be present, and 
the President hopes that as many other 
members of the Institute as possible will 
attend. 


Luca Pacioli 
The Institute has recently added to its 
collection of early books the third of 
Pacioli’s great works on mathematics, 
namely: 
Divina Proportione: opera a_ tutti 
glingegni perspicaci e curiosi necessaria 
ove ciascun studioso di Philosophia, 
Prospectiva, Pictura, Sculptura, Archi- 
tectura . . .; (by Luca Pacioli). Venice, 


1509. (Marlborough Rare Books, £1,000). 
This brings together in one collection all 
the known printed works of Luca 
Pacioli. First was his famous Summa de 


Arithmetica which included the first 
printed exposition of the best methods 
of accounting and the first explanation 
of double entry bookkeeping. The two 
printings of the first edition of 1494 and 
the second edition of 1523 are all in the 
Institute Library. His next work was the 
Divina Proportione, concerned with the 
geometry of regular solid bodies and a 
unifying aesthetic principle, the “divine 
proportion.” The text is supplemented 
by a number of illustrations of the capital 
letters of the Latin alphabet and of 
regular polygons and polyhedra. The 
latter were based on original designs by 
Pacioli’s friend and collaborator, Leo- 
nardo da Vinci. Pacioli’s last work was 
his edition of Euclid, also added 
recently to the Institute’s collection. 
Prefixed to the fifth book is a lecture 
given by Pacioli in the church of St. 
Bartholomew in Venice on August 11, 
1508, with appended to it a list of the 
eminent persOns who attended. While - 
it is probably true that Pacioli produced 
nothing original or new, he was a gifted 
and honoured teacher devoted to his 
subject; mathematics and accounting 
were much more widely understood and 
reached a much higher standard as a 
result of his life’s work. 


Incorporated Accountants’ 

Benevolent Fund 

The sixty-eighth annual meeting of 
subscribers to the Incorporated Ac- 
countants’ Benevolent Fund will be held 
at 12 noon on Monday, June 26, at the 
office of Messrs. Allen, Baldry, Holman 
and Best, Bilbao House, 36 New Broad 
Street, London, E.C.2. Copies of the 
report and accounts will be available at 
the meeting, but a copy will be sent by 
post to any subscriber upon request. 


Credit Cards for Travellers and Business- 


men 
B.H.R. Credit Cards Ltd. recently an- 
nounced details of its new credit card 
scheme, which came into operation on 
May 1 and has the approval of the British 
Hotels and Restaurants Association and 
of the International Hotel Association. 
B.H.R. credit cards are accepted by over 
1,300 hotels and restaurants in Great 
Britain, ranging from the most luxurious 
West End establishments to small 
country inns, and apart from the annual 
subscription of four guineas (or three 
guineas to firms taking five or more 
cards) there is no addition for credit. 
Credit facilities are available not only 
for hotel and restaurant bills but for 
gratuities, flowers, theatre tickets, and 
car hire, where these are arranged for 
the subscriber by his hotel or restaurant. 
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Facts and 


fingers favour 


One-hand operation 


speeds calculating 


FIVE fingers and a FACIT will give you all the 
figures you want, whenever you want them. 
No more tedious mental drudgery. No more 
checking and double checking. Get a FACIT 
and do your everyday costing and computing 
with undreamed-of speed and unerring 
accuracy. 


FOR FURTHER INFORMATION POST THIS COUPON TODAY 


Please send me details of the following 


Business Automation Equipment. Name 
Modern Duplicating Methods 
Systems Machi Position 
Vieual Control Cherte 
Photocopying Equipment 
Calculators Firm 
Standard and Portable Typewriters 
Adding Mach 
BUSINESS Adéress 
Mail-Room Equipment 
AUTOMATION aarcs 
—at its best! 
BLOCK & ANDERSON 
ON-THE-SPOT SERVICE 
from B & A branches in principa/ towns Head Office: Banda House, Cambridge Grove, Hammersmith, London, W.6, Tel: RiVerside 4121 (20 lines), 
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Are YOU confused 
most executives 
recent developments 
Photocopying and which type 
equipment you need? 


FREE ADVISORY SERVICE 


The new science of photocopying is here to stay. But 
as with all time and labour-saving developments, the 
market has rapidly become crowded with a host of 
different machines, each with their special claims. 
There are wet processes and dry processes, black copies 
and brown copies, one step and two step machines, 
flat bed and rotary exposure units. 

To most businessmen this is all extremely confusing. 
Which type of machine is really going to offer the most 
substantial economies to your particular organization? 


What is the answer? 

The only honest, ‘off-the-cuff’ answer is—it all depends. 
The complete answer demands a study of your office 
methods and procedures to determine which operations 
can be speeded up, and where genuine economies can 


Write for full details of the free photocopying Advisory Service and 
if you are interested in overall Office Planning, send for a copy of 
this free booklet. 


The Shannon Limited, 47 Shannon Corner, New Malden, Surrey. 


(Shannon Syslems 
O & M to BRITISH BUSINESS 


be affected. The machine that is best for you may not 
not necessarily be best for the firm next door. 


An 0 & M Service 

It is with these considerations in mind that Shannon 
offer a Free Advisory Service. Shannon Consultants 
are experienced in both Organization and Methods and 
photocopying techniques. Without charge or obliga- 
tion, they will make an objective study of your paper- 
work and recommend the right type of equipment for 
your type of job. Not being limited to any one process, 
their advice is unbaised, and by approaching the 
problem from the application viewpoint, they will study 
your interests throughout. Make sure you buy the right 
equipment by taking the right advice first. 
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EDITORIAL 
The Small Practitioner 


HE Report of the Committee on Education and 
Training draws attention to the high proportion of 
chartered accountants trained in the small practice. 
Eighty per cent. of all those articled in 1952, and 72 per 
cent. in 1959, were articled to sole practitioners or to a 
partner in a firm having not more than five partners, a full 
half being articled to sole practitioners or to firms 
with only two partners. The number of partners does not 
necessarily indicate the size of a practice, but it seems 
clear that the majority of students are receiving their 
practical training in the smaller practices. It is reassuring 
therefore to read the finding of the Committee that 
“there are grounds for the view that in many respects a 
small practice compares favourably with a large one as a 
training ground for articled clerks. In the small practice 
the articled clerk can more readily see any given profes- 
sional assignment as a whole and from start to finish. 
This helps him to grasp more quickly the nature, context 
and purpose of that part of the work which is entrusted 
to him; moreover, in the small practice he might be 
expected to receive closer personal supervision and to 
graduate earlier to the bearing of responsibility.” 

In the absence of precise figures, it may be assumed 
that at least half of those qualifying and remaining in the 
profession set up, or remain with, small firms. Many 
an articled clerk no doubt looks forward to the day when 
he will be his own master, monarch of all he surveys. 
Independence of mind is an essential attribute of the 
successful chartered accountant, so this desire is not only 
natural but also worthy of encouragement in many cases. 
No doubt some are more suited to this solitary way of 
life. It certainly has its rewards, one of which is the 
benefit of the entire profit made by the practice. There is 
no sharing with less active partners and no question of 
bowing to the will of others. ; 

There are, of course, numerous advantages in day-to- 
day working. The sole practitioner is free to choose, if he 
has the money, which suite of offices he will occupy— 
whether he will take the 23rd floor of some glass-and-steel 


- object or live on the premises in a pleasant old High 


Street. Many, of course, prefer more humble surround- 
ings. Apart from the problem of staffing the office (or 
closing it entirely) while he is away, the independent small 
practitioner has only himself to please when it comes to 
holidays. There are no holidays with pay, of course— 
he has to earn enough during the remaining fifty weeks 
of the year to be able to take his fortnight by the sea. 
Life in the smaller practice is varied. Simple audits, 
routine tax problems, and the preparation of accounts 
from incomplete, and often illegible and almost incom- 
prehensible, records may fill most days, but there is little 
that the small provincial practitioner does not have to 
cope with over a period of years. His clients marry and 
bring up children, purchase and sell property, invest 
wisely or unwisely, enter into partnerships and convert 


themselves into limited companies. Some overtax their 
resources and end up bankrupt. Others are inconsiderate 
enough to die at the very moment when their affairs are 
in the most hopeless tangle, leaving wrangling relatives 
to descend upon the poor accountant named as sole 
executor who is doing his best to interpret and apply the 
terms of a complex will, whilst at the same time in exten- 
ded combat with the Inland Revenue on some back duty 
point. Few can resist the feeling of elation when one 
Revenue query after another is answered and the ball 
knocked smartly back into the other court, even if despair 
is round the corner in the shape of a large buff envelope 
stuffed with expressions of dissatisfaction, hopeful 
estimates, astounding assessments, and yet more queries. 

What may be thought at first to be the main advantage 
of the sole practitioner—that he can charge what he will, 
and the profit will remain his own—may itself be a source 
of worry. If charged too much his client may go else- 
where, but if the practitioner charges too little he will find 
himself taking home less than his qualified assistant, or, 
worse still, less than his clerks, despite all the risks and 
responsibilities of practice. Life then becomes a vicious 
circle. The hours he works become longer, so he loses 
contact with his District Society and with his fellow 
members, and thus has even less idea of what a fair fee 
would be. The Institute seems far away. 

In such circumstances small practitioners who may 
regard themselves as the “forgotten men” of the pro- 
fession will no doubt have received as encouragement the 
statement of the President at the annual meeting of the 
Institute that he is particularly interested in their prob- 
lems. There are plenty of indications that in this the 
President has the full support of his fellow-members of 
the Council. In particular the recent correspondence with 
the Inland Revenue on stock valuation is expected to be 
useful to the small practitioner. The resources of 
Moorgate Place are naturally at the disposal of all 
members and ACCOUNTANCY will try to play its part in 
maintaining the standing and prosperity of the small man. 
But in most cases the forces which made him a sole 
practitioner in the first place are those which must still 
be relied upon to give him a successful living and a 
satisfying life—independence and the will to lift himself 
by his own bootstraps. Beyond that, he may shorten his 
spare time to play his part in District Society work; he 
may cheerfully add to the problems of the Institute by 
applying for a place at its Summer Courses, where, 
although applications already exceed places, only one 
per cent. of the membership attends; and he may take 
comfort from the figures of man-hours devoted to 
Institute affairs by the immediate past-President, Mr. 
S. John Pears (page 383) which show that, for the 
President as for the small practitioner, the central 
problem is that of getting a quart of work out of a 
pint-pot of time. 
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In this country marginal cost is employed comparatively rarely as 

a basis for valuing stock-in-trade and work in progress, yet it 
represents the middle course between the full inclusion of relevant 
overheads and their total exclusion. Can accountants afford to ignore 
the only basis of valuation which provides results comprehensible 

to the layman, asks the author of this controversial article. 


Towards Marginal Costing 


THE RECENT HOUSE of Lords decision in the case of 
Ostime v. Duple Motor Bodies Ltd. ({1961] 2 All E.R. 167) 
and the latest Recommendation on Accounting Principles 
of the Council of The Institute of Chartered Accountants 
in England and Wales (No. 22, on the Treatment of 
Stock-in-Trade and Work in Progress in Financial 
Accounts) have both helped to draw attention once 
again to the vital question of whether or not overhead 
should be included in inventory valuations, and if so to 
what extent. 

There are two extreme views: 

(i) that all overheads should be excluded; and 

(ii) that cost should include all overheads incurred in 

bringing the stock-in-trade to its existing condition and 

location. 
Midway between these extremes (which for convenience 
may be termed the prime cost basis and absorption cost 
basis respectively) lies the marginal cost (or in American 
terminology direct or variable cost) basis, under which 
expenditure is analysed into fixed and variable compo- 
nents, fixed costs being charged in the period in which 
incurred, and stocks being valued on the basis of their 
marginal cost (that is to say, prime cost plus variable 
overhead). 

It is the aim of this article to consider the relative 
acceptability of each of these methods and the effect 
upon profits and stock values of choosing one rather than 
another. The marginal cost basis will be given most 
attention for a number of reasons. It is the most modern 
method, the most scientific and the most easily under- 
standable in its effects. Its employment also provides 
a useful stepping-stone towards other techniques, such 
as break-even analysis, based upon similar principles. 


Institute Recommendation 
Recommendation 22 states: 
‘Opinions differ on the extent to which overheads should be 


included in computing the cost of stock, though it is 
generally agreed that it cannot properly include selling and 
finance and other expenses which do not relate to the bring- 
ing of stock to its existing condition and location. The fol- 
lowing are some of the practices which reflect the differing 
views on this matter: 
(a) in some businesses no overhead expenditure is 
included as an element in determining the cost of stock 
which is to be carried forward 
(5) in others only the “marginal” cost of unsold stock is 
included, that is to say that part of the cost of production 
of the period which has been incurred only because the 
stock remaining on hand was acquired or produced; all 
other expenses, including depreciation, are dealt with as 
revenue charges of the period for which they are incurred, 
the ground being that they arise irrespective of the 
quantity of stock which remains on hand at the end of the 
period and therefore are not an element on its cost 
(c) in other businesses an appropriate proportion of 
the overhead expenditure relevant to the period of pro- 
duction is included on the ground that for the pur- 
pose of financial accounting any expense, whatever its 
characteristics, which is related even though indirectly 
to the acquisition or production of goods ought to be 
included in the cost of those goods and ought not to be 
charged against revenue until they are sold; an “appro- 
priate proportion” is determined by reference to a 
normal level of activity. 
These differing views about the inclusion of overhead 
expenditure may be very important in their effect upon the 
amounts carried forward for stock and upon the profits 
disclosed in the accounts. No one method of dealing with 
overhead expenditure is suitable for all businesses. The 
method selected by the management needs to be clearly 
defined and must have regard to the nature and circum- 
stances of the business so as to ensure that the trend of the 
trading results will be shown fairly. Once the method has 
been selected it needs to be used consistently from period 
to period regardless of the amount of profits available or 
losses sustained. A change of method is appropriate only 
if there is a change in the relevant circumstances of the 
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business. If material, the effect of a change of method would 
need to be disclosed in the accounts. 

There is an interesting change from the earlier Recom- 
mendation 10. Recommendation 22 says (in relation to 
the absorption cost method): “‘an ‘appropriate propor- 
tion’ is determined by reference to a normal level of 
activity.” The earlier Recommendation read: 

The elements making up cost are (i) the purchase price of 
goods, stores and, in the case of processed stock, materials 
used in manufacture; (ii) direct expenditure incurred in 
bringing stock-in-trade to its existing condition and loca- 
tion; and (iii) indirect or overhead expenditure incidental 
to the class of stock-in-trade concerned. 

Whereas the cost of (i) and (ii) can be ascertained with 
substantial accuracy (iii)—indirect or overhead expenditure 
—can only be a matter of calculation. If (iii) is expressed as 
a percentage of actual production, the amount added to the 
stock valuation will fluctuate from one period to another 
according to the volume produced. . . . In other cases, an 
amount is included which is based on normal production 
of the unit concerned. 

The words “If (iii) is expressed as a percentage of 
actual production the amount added to the stock 
valuation will fluctuate from one period to another 
according to the volume produced” have now dis- 
appeared, but it would not be correct to infer that the 
normal production basis has entirely, or even largely, 
superseded that based upon actual production. The day 
may come when this happens, but it has not yet arrived. 


Judicial Opinions on the Absorption Cost Basis 

In Ostime v. Duple Motor Bodies Ltd. the Inland Revenue 
contended that, although the prime cost basis had been 
consistently applied by the company and its predecessor 
since 1924 and had been accepted by the Inland Revenue, 
for the year of assessment 1951/52 the absorption cost 
basis should be employed. The House of Lords held (to 
employ an extract from the judgment of Lord. Reid) that 
“the facts and findings set out in the case do not justify 
requiring the respondent company to change from their 
present practice.”’ In obiter dicta Viscount Simonds went 
much further than this and demonstrated his own 
unfavourable opinion of the absorption cost method, 
saying: 

It is undesirable to indulge in what is no better than guess- 

work, though it may be described as an intelligent estimate, 

and it appeared to me that a large part of the suggested 
apportionment of overheads to stock-in-trade and work in 
progress was the wildest guesswork. It may be from the 

commercial point of view a desirable practice. But it is a 

very different thing to impose it on a trader whether he 

wants it or not. It is not only unreliable for the purpose of 
ascertaining the year’s profit. It is also an elaborate and 
costly practice if carried to its logical conclusion. 

Lord Guest was equally unimpressed by the arguments 
in favour of that basis of valuation. “I am influenced,” 
he said, “by a reflection of some of the absurd results 
which would follow the adoption of this system.” 
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American Practice 
The American Institute of Accountants, on the other 
hand, takes quite the reverse view in its Accounting 
Research Bulletin No. 43: 
It should be recognised that the exclusion of all overheads 
from inventory costs does not constitute an accepted 
accounting procedure. 


Careful reading of this quotation might suggest that a 
marginal cost basis (including variable overheads only) 
would be acceptable, since this would not amount to the 
“exclusion of all overheads”—though this can scarcely 
have been the intention when the statement was drafted 
in 1947, for very few accountants were acquainted with 
marginal cost techniques at that time. 

That a substantial body of American accountants do 
view the statement as permitting a marginal cost valuation 
is, however, apparent from a recent survey (Current 
Application of Direct Costing) conducted by the [Ameri- 
can] National Association of Accountants, which shows 
that a sample of fifty companies adopted the following 
practices: 


Marginal (or direct) costing 17 
Full cost on absorption basis 24 
Partial absorption basis 5 
Prime cost 4 


Moreover, none of the companies employing a mar- 
ginal cost basis reported that their auditors had given a 
qualified opinion or taken exception to that practice. 

Rather more definitely worded is the opinion provided 
in 1957 by the American Accounting Association’s 
Committee on Concepts and Standards Underlying 
Corporate Financial Statements: 


The cost of a manufactured product is the sum of the 
acquisition costs reasonably traceable to that product and 
should include both direct and indirect factors. The 
omission of any element of manufacturing cost is not 
acceptable. 


But this was a majority view; two of the committee of 
seven dissented on the grounds that it denied the accept- 
ability of marginal (or direct) costing. Their view was 
that: 

Direct costing does not exclude from product inventories 

those manufactoring costs directly attributable to current 

production, that is, varying with changes in the rate of 
manufacturing operations; it does exclude fixed manufac- 
turing costs, on the ground that such invariant elements 

(like general administrative expenses) ought to appear as an 

expense of the period in which they are incurred. 


American practice appears to be in favour of the 
absorption cost method, but opinion is moving towards 
more general acceptance of the marginal cost basis. The 
prime cost basis is sometimes employed, but may bring 
a note of qualification such as the following (taken from 
the accounts of E. R. Squibb & Sons): 


The parent company has consistently followed the prac- 
tice of omitting overhead from costs with respect to its 
inventory; such omission, although conservative, is not 


recognised as being in conformity with generally accepted 
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accounting practice. The amount of such overhead is deter- 
minable only as of the dates of physical inventories; com- 
putations indicate that at April 30, 1951 (date of latest 
physical inventory), overhead approximated 22 per cent. 
of the prime cost ($15,759,000) of the inventories valued on 
that basis at such date. A similar computation based on the 
physical inventories taken at April 30, 1950, indicates that 
if overhead had been included in both inventory valuations 
the net income for the year ended June 30, 1951, would 
have been increased by approximately $110,000. 


The American attitude is thus much narrower than 
either that of the English Institute or that of F. C 
Lawrence and E. N. Humphreys, set forth in their 
pioneer work Marginal Costing (1947): 

There are at present no real rules governing the addition of 

overheads, and the management is well within its rights in 

choosing whatever level it wishes to include as provision 
for fixed costs. 


The Methods in Practice 

Let us now consider the problem arithmetically. For 

the sake of simplicity it is assumed that a business is set 

up to manufacture a single standard product, the unit 

variable costs of which are constant and are as follows: 
Direct materials £12 


Direct wages £8 
Variable overheads £10 


The term “variable overheads” has been employed to 
describe those costs which, while not readily traceable to 
particular units of output, vary in direct proportion to 
output. In order to keep data to the minimum it is 
assumed that there are no selling or distribution costs; 
that is to say, all costs are production costs. 

The fixed costs of operating the factory are £1,200 
per month. The fixed selling price of the article is £90 
per unit. 

Production in the first month is 100 units, of which 20 
units are sold during the month. The following month 
production is stepped up to 200 units, and 100 units are 
sold. Sales continue thereafter at 100 units per month 
and an attempt is made to balance production with sales. 
In the third month 50 units are produced, in the fourth 
month only 20 and in the fifth month 50. 

The stock, production and sales position may thus be 
summarised as follows: 


Units 
Month Month Month Month Month 
1 = 3 4 5 


Stock 1st of month 80 180 130 50 


Production 100 200 50 20 50 

100 280 230 150 100 
Sales 20 100 100 100 100 
Stock at end of month 80 180 130 50 —_ 


If overheads are absorbed on an actual production 
basis, operating on a first-in-first-out principle, the 
accounts for the five months will appear as follows: 


Summary Profit and Loss Account for the First Five Months 
(Method 1—Absorption Cost—Actual Production Basis) 
Month Month Month Month Month 


1 2 3 4 5 

£ £ £ £ £ 
Direct materials 1,200 2,400 600 240 600 
Direct wages 800 1,600 400 160 400 
Variable overhead 1,000 2,000 ' 500 200 500 
Fixed overhead 1,200 1,200 1,200 1,200 # 1,200 


Total cost of production 4,200 7,200 2,700 1,800 2,700 
Stock value per unit 42 36 54 90 54 
Add: Opening Stock 3,360 6,480 5,580 3,420 


4,200 10,560 9,180 7,380 6,120 
Deduct: Closing stock 


80 at £42 3,360 
180 at £36 6,480 
50 at £54 £2,700 
80 at £36 2,880 5,580 
20 at £90 £1,800 
30 at £54 = 1,620 3,420 


840 4,080 3,600 3,960 6,120 
Profit 960 4,920 5,400 5,040 2,880 


Sales £1,800 £9,000 £9,000 £9,000 £9,000 


There is little doubt that a layman, however intelligent, 
would find these figures difficult to comprehend. For four 
successive months the business sold exactly the same 
quantity of goods at the same price. There was no change 
either in cost levels or in efficiency. All that altered was 
the rate of production. When that was high (month 2: 
200 units), the profit was low; and when it fell (month 3: 
50 units), profit increased. Yet profit did not always in- 
crease with a fall in production, for when production fell 
further still (month 4: 20 units), profit fell off again, but 
it was still greater than in month 2. Even more difficult 
to comprehend would be the result of month 5: little 
more than half the profit earned in month 3, although in 
both months production and sales were the same. 

On a normal production basis, assuming normal pro- 
duction of 100 units per month, the results would have 
been: 


Summary Profit and Loss Account for the First Five Months 
(Method 2—Absorption Cost—Normal Production Basis) 


Month Month Month Month Month 


1 2 3 4 5 
£ £ £ £ £ 
Production costs for 
month as per 
previous account 4,200 7,200 2,700 1,800 # 2,700 


Add: Opening stock 3,360 7,560 5,460 2,100 


4,200 10,560 10,260 7,260 4,800 
Less: Closing stock 3,360 7,560 5,460 2,100 —_ 


840 3,000 4,800 5,160 4,800 
Profit 960 6,000 4,200 3,840 4,200 


Sales £1,800 £9,000 £9,000 £9,000 £9,000 
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All stocks are valued at £42 per unit, that is: direct 
materials £12; direct wages £8; variable overheads £10 
and fixed overheads (£1,200— 100) £12. 

Here again the layman would be puzzled by the great 
variations in the reported profit during a period when 
turnover remained constant. Months 3, 4 and 5 are 
reasonably consistent, but month 2 shows so much greater 
profit than the later months having the same turnover 
that questions are almost bound to arise. Were the 
accounts for month 2 accurate, shareholders will ask, and 
if so why has the management allowed the position to 
deteriorate so in later months? 

On a prime cost basis the results would have been: 


Summary Profit and Loss Account for the First Five Months 


(Method 3—Prime Cost Basis) 
Month Month Month Month Month 
1 2 3 4 5 
£ £ £ £ £ 
Production costs for 


month as per 


previous account 4,200 7,200 2,700 1,800 2,700 
Add: Opening stock — 1,600 3,600 2,600 1,000 
4,200 8800 6,300 4,400 3,700 

Less: Closing stock 

at £20 per unit 1,600 3,600 2,600 1,000 a 

2,000 5,200 3,700 3,400 3,700 
Profit/Loss 800 §=—3,800 5,300 5,600 5,300 
Sales £1,800 £9,000 £9,000 £9,000 £9,000 


Yet another set of puzzling figures! This time instead of 
month 2 showing the highest profit (as it does in method 
2), it shows the lowest apart from month 1. For the first 
time a loss appears—in month 1—whereas methods 1 and 
2 were agreed upon a profit for that month of £960. Once 
again month 4 shows a higher profit (with lower pro- 
duction) than month 3 or 5. 

On a marginal cost basis the results would have denn: 


Summary Profit and Loss Account for the First Five Months 


(Method 4—Marginal Cost Basis) 
Month Month Month Month Month 
1 2 3 4 5 
£ £ £ £ £ 
Production costs for 
month as per 
previous account 4,200 7,200 2,700 1,800 2,700 
Add: Opening stock — 2,400 5,400 3,900 1,500 
4,200 9,600 8100 5,700 4,200 
Less: Closing stock 
at £30 per unit 2,400 5400 3,900 1,500 — 
1,800 4,200 4,200 4,200 4,200 
Profit/Loss 4,800 
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Here at last is a pattern which the layman can under- 
stand. Costs, efficiency, selling prices, sales volume and 
mixture remain constant in months 2, 3, 4 and 5, and the 
same profit is disclosed in each. 

Methods | to 4 are of course related. If one starts with 
the profit computed on a marginal cost basis, it is possible 
by making simple adjustments to arrive at the profit that 
would be disclosed under any other basis. To do this 
helps to make clear their differences. 


Reconciliation of Profits Disclosed 


Methods I and 4 
Month Month Month Month Month 
1 2 3 4 5 
£ £ £ £ £ 
Profit on a marginal 
cost basis (method 4) — 4,800 4,800 4,800 4,800 
Add: Fixed costs to 
be charged next 
month: 
80 at £12 960 
180 at £6 1,080 
50 at £24 1,200 
80 at £6 480 
20 at £60 1,200 
30 at £24 720 
960 5,880 6,480 6,720 4,800 
Deduct: Fixed costs 
brought forward 
from previous 
month _— 960 1,080 1,680 1,920 
Profit on absorption 
cost—actual pro- 
duction basis £960 £4,920 £5,400 £5,040 £2,880 
Methods 2 and 4 
Month Month Month Month Month 
1 2 3 4 5 
£ £ £ £ £ 
Profit on a marginal 
cost basis (method 4) — 4,800 4,800 4,800 4,800 
Add: Fixed costs to 
be charged next 
month (£12 per 
unit) 960 2,160 1,560 
960 6,960 6,360 5,400 4,800 
Deduct: Fixed costs 
brought forward 
from previous 
month — 960 2,160 1,560 600 
Profit on absorption 
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Methods 3 and 4 
Month Month Month Month Month 
1 2 3 4 5 
z £ £ £ £ 
Profit on a marginal 
cost basis (method 4) — 4,800 4,800 4,800 4,800 
Deduct: Variable 
overheads applic- 
able to stock-in- 
trade written off in 
computing its 
value (£10 per unit 
of closing stock) 800 1,800 1,300 500 — 
800 4,300 4,800 


Add: Benefit of above 
write off in pre- 


vious year — 800 1,800 1,300 500 
Profit/Loss on a prime 
cost basis(method 3) £800 £3,800 £5,300 £5,600 £5,300 


Whatever method is employed the total profit for the 
cycle from zero stock to zero stock (month 1 to month 5) 
is identical: 

Method 1 Method 2 Method3 Method 4 


£ £ £ £ 
Month 1 960 960 —800 _ 
2 4,920 6,000 3,800 4,800 
3 5,400 4,200 5,300 4,800 
4 5,040 3,840 5,600 4,800 
5 2,880 4,200 5,300 4,800 
Total £19,200 £19,200 £19,200 £19,200 


However, since stocks rarely fall to zero during the 
lifetime of a business, this fact is not particularly signifi- 
cant except in the very long run. 


Improving Profitability 

When visiting Australia in 1957, Professor Robert L. 
Dixon recounted the story of a business which was ailing. 
Its accounts disclosed a net loss of £2,000 on a turnover 
of £70,000 in the previous year. lt therefore engaged a 
consultant on the terms that he should take as his fee half 
the improvement in net results for the next financial year. 
When the accounts for that year (duly audited) were 
produced they showed a net profit of £3,000, turnover 
again being £70,000. The consultant duly received and 
pocketed his fee of £2,500, and everyone was very happy. 
What had happened? Turnover was the same. There was 
no change in sales mix, price or quantity. Nor had there 
been any manufacturing cost savings through better 
methods or other economies. All the consultant had done 
was to increase production so that year-end stocks were 
higher and included a greater amount of fixed costs— 
to be borne by future years! 


In Favour of the Various Methods 
Recommendation 22 has this to say on the point: 
Where the levels of production and sales are relatively 


stable and production and sales are kept in balance the 
inclusion of overhead expenditure in the amount attributed 
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to stock may have little impact upon the incidence of profits 
as between the accounts of one period and those of another. 
Where however the levels are subject to materials fluctuation 
and are not kept in balance it may be decided to exclude 
these expenses from stock on the ground that as they would 
be incurred whatever the levels of production or sales their 
inclusion in stock has the effect of relieving the profit and 
loss account in the period when they are incurred of 
expenses which it should fairly bear and of charging these 
expenses in a later period to which they do not properly 
relate. 


Whilst it is not expressly stated that the term “these 
expenses” refers to fixed overheads only, this seems to be 
implied. Another reason advanced in the Recommenda- 
tion for the exclusion of fixed or standing charges is: 


The less the fixed or standing charges vary in amount with 
variations in the volume of output, and the more they 
accrue on a purely time basis, the greater is the justification 
for their exclusion. 


Turning now to the opposite viewpoint, one of the 
arguments advanced in favour of excluding all overheads 
is that: 


In businesses which are highly competitive or have a 
sensitive market for their products, overhead expenditure 
may properly be omitted in order to avoid carrying forward 
expenditure which may prove irrecoverable. Examples are 
businesses dealing in “fashion”’ goods or those of a speciality 
character where the public taste may change quickly with 
the result that stocks can be realised only at a loss; businesses 
whose competitors may launch selling campaigns at short 
notice to get rid of stocks at reduced prices, sometimes at 
no more than the cost of the material and direct manu- 
facturing expenditure; and businesses where new methods 
of production or improved designs may render existing 
stocks obsolete. 


But this seems less a reason to reduce the cost of the 
item than to substitute its net realisable value for its cost. 
It is the net realisable value that is being considered in the 
paragraph quoted ; prime cost may or may not be the most 
appropriate estimate of this. 


Disadvantages of the Marginal Cost Basis 

A typical list of disadvantages which are said to apply to 
the marginal cost system is that provided by W. W. Bigg, 
F.C.A., in the seventh edition of his well-known text-book 
Cost Accounts. It runs as follows: 


(i) A sale at an exceptionally low price may lead to compe- 
tition and to the loss of business done at more rational 
margins. 

(ii) A price reduction to one customer may lead to a general 
reduction in the manufacturer’s prices and hence to the 
need for greatly expanded sales and activity generally for 
the maintenance of the same level of profit. 

(iii) Insufficient attention is given to the time factor, for 
example, the marginal cost of two jobs may be the same, 
but if one took twice as long to complete as the other the 
true comparative costs would be very different. 

(iv) The effect of taking a job which makes the acceptance 
of another order impossible is not disclosed; this is of par- 
ticular importance where bottlenecks exist and may be 
aggravated by the prolonged use of certain machines. 
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(v) Selling prices cannot in the long run be fixed without 
regard for fixed overheads. This is particularly important 
where there is a variety of products and a different propor- 
tion of fixed charges applicable to each. 


None of these arguments is convincing. Numbers (i) 
and (ii) are based upon the entirely unproved assumption 
that marginal costing leads necessarily and inevitably to 
selling prices fixed upon the basis of marginal cost. It does 
not, and should not. It is the duty of accountants to 
educate those who use accounting information so as to 
ensure that this does not occur. Selling prices in a 
competitive market are fixed by what the market will 
bear rather than by the costs or costing system of a 
particular producer. This will be discussed further later. 

Argument (iii) is irrelevant for similar reasons, whilst 
(iv) could fairly be used against all other systems, but is 
not true of marginal costing. No system can show the 
effect of taking on one job which makes the acceptance of 
another order impossible unless the factory planning and 
machine loading records are adequate for the purpose. 
Marginal costing, by drawing attention to the relative 
contribution which each order makes towards the cover- 
ing of fixed costs and the making of a profit, does enable 
management to choose wisely. 

Argument (v) returns to the same false premiss shown 
in argument (i). Advocates of marginal costing do not 
suggest that selling prices can in the long run be fixed 
without regard for fixed overheads. There is thus no case 
to answer. 

This is not to suggest, however, that marginal costing 
has no limitations or that it provides all the answers, or 
even the best answer in every set of circumstances. Dr. 
John J. W. Neuner puts this very well in his excellent 
book Cost Accounting—Principles and Practice: 

In some situations the full cost of a product.or a more 
complete cost of a function must be determined to provide 
management with proper information. In working out 
pricing policy, management at some times needs variable 
cost and marginal income information and at other times 
needs full cost information. How these costs are used 
depends upon the operating conditions of individual firms 
and the management need for information involved. Using 
variable costs alone would be improper when additional 
volume or new products are being considered which may 
require the use of existing equipment during overtime or 
extra shift periods or the expansion of facilities. For long- 
run pricing policy, management should endeavour to set 
prices which will recover full cost and provide a profit on 
those products which constitute the bulk of the firm’s 
volume. 

Nor would it be fair to suggest that the division of costs 
into fixed costs and variable costs is easily made. But it is 
desirable to attempt to make the division. 


Can Accountants afford to ignore Marginal Costing? 

“Direct costing is not new”’, runs a paper presented at the 
Eighth Annual Congress of the New South Wales 
Division of the Australian Chartered~ Accountants 
Research Society in Canberra last year. “Traders 
haggling in the bazaars of the Orient have used it since 
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time immemorial.’”” The man in the street employs it 
without realising he is doing so every time he compares 
the cost of using his car (x miles at y miles per gallon . . .) 
with that of public transport. He does not resort to 
absorption costing, dividing his annual total cost includ- 
ing depreciation, road tax, insurance, etc., by his 


‘estimated annual mileage; he naturally employs an 


out-of-pocket cost basis. 

In the introductory address on behalf of the authors of 
the paper referred to above, Mr. J. R. Harrowell made 
the following forthright thrusts: 


Firstly, we accountants by name and profession do not 
approach the theory of accounting and research into 
improved accounting methods with the same diligence 
which we direct towards taxation schemes and auditing 
procedures. 

Secondly, we are inclined to condemn some new accoun- 
ting approach instead of deferring judgment pending a 
more thorough study of it. . . . It takes time for a practice 
to achieve an aura of general acceptance within the pro- 
fession and in this there is a danger that we may, in the 
meantime, tend to close our minds to some fresh thought 
running counter to accepted practice. 

Thirdly, we should not as a profession confine our 
thinking only to methods which are capable of being fully 
used by the untrained. If that attitude of mind had been 
displayed by, say, the medical profession the world would 
have long ago been deprived of many of its life-saving 
drugs. A number of these drugs would be fatal in the hands 
of the untrained. It is quite possible that many future 
accounting methods, although capable of being broken 
down for use by the relatively untrained, will have to be 
supervised by qualified people who will fully understand the 
theories involved. 

Fourthly, in our opinion, the conditions of the post-war 
period have caused us to drift from our true professional 
path. We have devoted considerable effort to the audit, the 
balance sheet and the taxation return. Whilst these are of 
vital concern to the profession they are nevertheless 
subordinate to the prime necessity for an undertaking to 
make a profit. To trade these days management should 
have the best accounting methods. . . . If we consider that 
our auditing and taxation duties are our main duties, 
leaving, for instance, management accounting to others, we 
will lack a positive approach to our clients. .. . 

Fifthly and finally, we should not let our professional 
thinking be restricted within the confines of present day 
legislation. If we do we must eventually take on a passive 
role by letting others set the pace. . . . 

Direct costing will have an impact on accounting in this 
country. It is our opinion that direct costing will eventually 
be accepted by those who have need of it, with or without 
professional approval. (Zhe Chartered Accountant in 
Australia, September 20, 1960, pages 108-9.) 


Marginal costing may be a dangerous technique in the 
hands of the uninitiated, but demands for it by manage- 
ment are likely to become more insistent. Progressive 
accountants therefore have no alternative but to master 
this technique, together with the related subjects of 
break-even and profit volume analysis, ratio-analysis, 
flexible budgetary control, profit and project planning, all 
of which are dependent upon the analysis of costs into 
fixed and variable components. 
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Half-yearly accounts are circulated by a number of British 
companies. Six American and two or three British companies even 
present quarterly reports. Many accountants believe that this is 

a change in the right direction. Others see quarterly accounts 

as an indigestible addition to the already considerable 

bulk of information supplied to shareholders. The author of this 
article considers these conflicting views. 


Quarterly Accounts for Shareholders 


By R. S. Waldron, F.c.A. 


THE PRESENT FASHION in the world of company accounts 
is to increase the information given about the company 
to its members. With the principle that such information 
helps to establish interest, confidence and better judg- 
ment on the part of investors, few will quarrel. It is also 
true that as the number of investors increases more 
attention is paid to company news. But information is 
useful only if it is relevant, material and comprehensible. 
It is unfortunately true that in an effort to meet the real 
and growing need for information, some companies 
offend against one or other of these principles. 

The main methods of communication to members in 
use at the present time may be summarised as follows: 

(1) The directors’ report and annual accounts required by 

statute. 

(2) The chairman’s statement. 

(3) Additional matter describing the company’s progress. 

(4) Advertising information on the company’s products or 

services. 

(5) Interim financial statements. 

Of these, (1) and (2) are the usual contents of the so- 
called “Annual Report’’, while (3) and (4) are frequently 
(though less often) included. Interim statements, if pub- 
lished at all, normally deal with six months’ results and 
are in a very simple form. 

In recent years a great deal has been done to extend 
and amplify the content of published accounts them- 
selves, though in some cases this has led unfortunately to 
the production of documents which contain so much 
information that the lay reader finds difficulty in follow- 
ing them. Frequently this is less because of the amount of 
information contained than because of the form chosen 
for presenting that information. Simplicity of layout 


always pays. 


Arguments in favour of Quarterly Accounts 
Those who argue that information should be transmitted 


to shareholders more frequently than once a year some- 
times suggest that a quarterly statement of account is a 
reasonable requirement for a public company. I know 
personally of no United Kingdom company which in 
fact publishes quarterly accounts as such. Four large 
British companies publish quarterly profit statements in 
fairly simple form. Of these, three probably do so 


because they have a large number of American share- 
holders, but one has a predominantly United Kingdom 
membership. A number of our larger United Kingdom 
companies have already begun to circulate half-yearly 
accounts or statements, and in either form these are 
generally both simple and informative. It is, therefore, 
often argued that quarterly statements are the next 
logical step to take, although this process must stop 
somewhere and one wonders whether those who ask for 
this will then suggest monthly accounts as a next step. 


Illustration of a Quarterly Statement Published in England 
THe Tite ComPpaANy LIMITED AND ITS 


SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
Three months ended January 31: 1961 1960 
Profit of group, before deducting depreciation £605,788 £516,102 
Depreciation 4 201,003 168,423 
Profit of group, before deducting taxation.......... 404,785 347,679 
Taxation—United Kingdom and Overseas.......... 158,875 165,459 
Profit of group, after deducting taxation.............. . 245,910 182,220 
Minority interests 6,446 5,081 
Profit attributable to Holding Companiy................. £239,464 £177,139 


Note: Current year’s figures included in the above statement are 
subject to audit and to the usual year-end adjustments. 


The main arguments advanced in favour of quarterly 
accounts are these: 


(1) Unless some accounting information is available more 
frequently than once or twice a year, the shareholders are 
left too long without any knowledge of their company’s 
affairs. 

(2) A quarterly statement provides a regular means of 
maintaining contact between the company and its members 
in general, irrespective of conveying accounting information 
as such. 

(3) It is possible to give information to shareholders in a 
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to invest or £5,000, there’s no better 
place to put it for real peace of mind. 


LEICESTER PERMANENT 


—the most progressive 
of the larger Building Societies 


~ 


ASSETS exceed £68,500,000 RESERVES exceed £3,380,000 


DEPOSITS IN THE SOCIETY ARE TRUSTEE INVESTMENTS 
MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 


Head Office: WELFORD PLACE, LEICESTER 
London Office: FITZHERBERT HOUSE, 49 PARK LANE, W.1 
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Sales 
under control 


with I:C-T 


Business sails along smoothly when the facts and figures of your sales are 
young and fresh and always immediately at your beck and call. 

I-C-T data processing will give you comprehensive sales analysis... 
sales comparisons; sales by area, customer, product, representative ; 
delivery mileages; freight charges; discounts. Order analyses, as 
well, to help your production planning. You get the facts you need in 
the form you can use for management decisions—as news, not history. 

For constructive advice on how I-:C-T data processing can keep vital 
management information always under your watchful eye, phone 
your nearest I-C-T office, or write to us now. 


I:-C-T DATA PROCESSING 
International Computers and Tabulators Limited 


149 PARK LANE, LONDON, W1. OFFICES THROUGHOUT THE U.K. AND IN 51 COUNTRIES THE WORLD OVER 
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form not hedged in with all the legal niceties of annual 

accounts. 

(4) The need to report to members regularly is a useful 

discipline for directors and encourages proper restraint on 

their part. 

(5) The provision of such information may prevent members 

from selling their shares on false ideas about the company’s 

progress—or no ideas at all. 

All of these are attractive arguments. Some critics will 
remark that the average shareholder will not read these 
documents anyway, but as a general observation it is 
not necessarily true or relevant to this discussion, and in 
cases where it is true the trouble may lie in the quality or 
quantity of the information itself. If the argument under- 
lying this objection were to be accepted, then many 
companies would not prepare and distribute any accounts 
for shareholders at all, were it not for the requirements of 
law. 

Let us, therefore, agree that it is, in general, good to 
provide the shareholder with as full a picture as can be 
given of the affairs of the business in which he is in a 
sense part owner. As a part owner he has a responsibility 
to see that his own investment is secure and is safely but 
progressively employed, and also to see that those to 
whom he delegates his day-to-day authority use it wisely. 
He can do this only if he has the necessary information. 


Examination of the Arguments 
Are the arguments put forward above substantial 


enough for us to say that they prove their case? Let us 
examine them in detail. 

The first argument assumes that shareholders are in 
general left too long in ignorance of their company’s 
affairs between one year’s accounts and the next. There 
is no doubt that a year is a long time. A board of directors 
would be severely criticised if it did not receive some kind 
of regular review of the progress of the company. On the 
other hand, however, directors and management 
generally have an intimate knowledge of the background 
of their company and—in particular—the seasonal 
trends of production, trading, etc. If we admit that 
members are often left for twelve months with nothing 
but the level of the interim dividend to indicate how 
affairs are going, we should also admit that figures 
covering less than one year, unless fully explained, may 
in businesses of a seasonal type, do more harm than good. 
One can conceive of the consternation felt by the “lay” 
shareholder on receiving an interim statement covering 
the slack period of the year during which production has 
continued so as to enable stocks to be built up for the 
busier periods. Unless stocks so built up are to be valued 
on some basis whereby a proportion of ultimate profit is 
anticipated (which few professional accountants would 
find acceptable), the interim statement will often give an 
unduly gloomy view of things. 

It would appear that in many businesses half-yearly 
accounts are less likely to be a true indication of business 
progress than annual accounts; and -that quarterly 
accounts may be even worse. 

The second point made is that there is more frequent 


contact between company and members, and it is 
tempting to agree with this, on the ground that anything 
which encourages these contacts is admirable. But 
contacts can be of value only if they provide useful and 
understandable information. Otherwise they may only be 
a source of irritation. 

The third point is a reasonable one in that it indicates 
a lack of legalism and perhaps a willingness to accept an 
opportunity to bring out “result statements” more 
quickly than annual accounts are produced. This point 
is, however, increasingly being met by the inclusion of 
“popular” forms of annual accounts as additional 
matter in the annual report, and has no special distinction 
as applied to quarterly accounts. 

The fourth point may be a most important one, but 
only if the quarterly accounts become a quarterly report. 
In other words, the “restraint and discipline’ depends 
not on reporting bare figuies to members, but on the 
provision of an explanation of those figures. This argu- 
ment applies also to the fifth point, for if members are to 
interpret the figures appearing in quarterly accounts 
with any hope of using them to assist in the decision on 
whether to hold or to sell shares—and here we should be 
considering not the speculator, but the serious investor 
who sometimes has to sell—and at what price they 
should sell, then the figures must be explained and the 
results interpreted. 


Against Quarterly Accounts 


Apart from the criticisms of quarterly accounts advanced 
above, it is true that at times too much information can 
be given to members. Unless information is rendered 
palatable it may become indigestible. In some cases the 
circulation of quarterly accounts would make this 
position worse. Again, simplicity in traditional accounts 
is commendable, but over-simplification may lead to 
false conclusions. 

Unless the company is a large one, where there is more 
likely to be a continuous audit, the delays in producing 
and printing annual accounts may well be repeated with 
half-yearly and quarterly accounts; and whereas two to 
three months’ delay in publishing twelve months’ 
results may be acceptable, this is less likely to be true for 
the shorter period. Also, if the figures are temporarily 
depressed, there is little time for directors to redress the 
position within a quarterly period; and though, within a 
full year, the necessary steps may have been taken to put 
things right, such poor results may cause shareholders to 
panic. There is also the expense of preparing, publishing 
and circulating such statements, which will influence 
many companies against them in the absence of more 
compelling arguments in their favour. 


American E 

In an article in The Accounting Review for April, 1961, 
Mr. G. Shillinglaw, of the Massachusetts Institute of 
Technology, examines the methods to be adopted to en- 
sure that interim financial statements in the U.S.A. shall 
provide a true indication of the results of current opera- 
tions and the current financial position. Among his con- 
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clusions is one that income should not be subject to 
adjustment aimed at smoothing out fluctuations, whereas 
expenditure should be adjusted to what is relative to the 
sales dealt with. He admits that “‘seasonal patterns in 
sales are seldom so well defined for any one company that 
sales fluctuations due to non-seasonal forces can be 
isolated to everyone’s satisfaction.”’ The American Insti- 
tute of Certified Public Accountants has stated “Profits 
are not fundamentally the results of operations during 
any short period of time. Allocations to fiscal periods of 
both charges and credits affecting the determination of 
net income are, in part, estimated and conventional and 
based on assumptions as to future events which may be 
invalidated by experience.” 

It is interesting that, in a survey referred to by Mr. 
Shillinglaw, out of six public companies publishing 
quarterly reports four circulated quarterly income state- 
ments but no quarterly balance sheets. 


Conclusions 

Except for those really major concerns where the 
periodical difficulties attaching are inapplicable, quarterly 
accounts may prove on balance less attractive than at 
first sight appears likely. Even major non-seasonal 
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businesses may find a half-yearly account more useful 
than a quarterly one. 

It is, of course, possible in suitable cases to use a 
different method of conveying information at intervals 
during the year from that used at the year end. For 
example, some companies may prefer to circulate half- 
yearly information statements rather than half-yearly 
accounts, while others who already circulate half-yearly 
accounts, without any of the demerits indicated above, 
may like to add quarterly information statements or 
bulletins rather than quarterly accounts as such. The 
choice would, however, appear to be better left to the 
individual company than laid down by statute. 

Before introducing further accounts for shareholders 
many companies might first of all improve the form of 
their present annual statements by discarding the parts 
which are over-complicated, if they are non-essential, 
and simplifying them if they are essential. No share- 
holder who is deluged with too much material will read 
enough of it to learn its lessons, nor will he struggle for 
long with what he fails to understand. Nobody wants the 
wastepaper basket to become the normal filing-tray for 
accounting statements, and good intentions are not of 
themselves enough to prevent this. 


The Report of the Committee on Education and Training is 
examined by a schoolmaster who is also a chartered accountant. 
Mr. Rawcliffe, who qualified in 1960, now teaches Classics at 

Stowe School. 


Choosing a Career in Accountancy 


By R. C. Rawcliffe, m.A., A.C.A. 


IN LOOKING AT the Report of the Committee on Education 
and Training I have tried to assess the recommendations 
from the point of view of the schoolboy or schoolgirl who 
may be considering accountancy as a career, and of the 
schoolteacher who may be responsible for giving advice 
on careers. I shall therefore make no comment on those 
aspects of it which do not seem to me to affect directly 
that point of view. 

The majority of boys who enquire about a career in 
accountancy probably have a rather vague idea of the 
scope of the profession, and no very definite ideas about 
their ultimate ambitions, or even whether their career will 
be made in practice or in industry and commerce. Many 
will only be thinking of a career in business in the most 
general terms. A small proportion know in advance that 
they have an opening in a practice or in a business if they 
can obtain the Institute’s qualification, and I do not 
propose to consider these further. 


The following six considerations are relevant to this 
question: 

(1) Boys tend to be alarmed by the high percentage of 

failures in the Institute’s examinations. 

(2) The length and strain of articles sometimes act as a 

deterrent. 

(3) Masters and boys alike often have misguided ideas of 

the most suitable educational preparation before entering 

articles. 

(4) Both before and during articles boys may be anxious 

as to whether they are getting as good a training in accoun- 

tancy as they can expect, in view of the fact that they must 

spend virtually the whole of their period of articles in the 

one firm. 

(5) Many boys and parents are worried by the further 

expense of the period of articles. 

(6) Fears are sometimes expressed that the profession is 

becoming overcrowded, rather than short of recruits. 


On the other hand it must not be forgotten that the 
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training of an articled clerk makes demands on a 
principal; these recommendations would certainly in- 
crease the obligations of a principal, perhaps even to the 
point where they would involve him in considerable 
sacrifice. 

In these circumstances, what can be done to meet both 
the needs of the accountancy profession, which wants 
better recruits, and those of the schools, whose object is 
to help boys forward into work for which they are best 
fitted? 


1. Examinations 

Increased publicity about the analysis of results on the 
lines of the table in paragraph 61 of the Report in 
information sent round to schools would do much to 
dispel the general feeling that the Institute’s examinations 
were unduly difficult. 

An earlier intermediate examination will give the new 
articled clerk an incentive to start right away on his 
studies, and will give him an indication of his progress 
and aptitude earlier in his training. The division of the 
final examination should relieve him of some of the 
worry and strain of the present examination, without 
allowing him to pass by concentrated effort on only a 
narrow field. The recommendation to the examination 
committee to allow a single subject to be retaken separate- 
ly would be more likely to produce this effect. Recom- 
mendation 65 of the Committee laying down a greater 
minimum period of study leave will materially assist 
work before each examination. It would be a mistake to 
lower the standards for qualification in any way, but any 
incidental lightening of the strain of study for the 
examinations will be welcome. 


2. Length of Articles 5 

The recommendation to reduce the period of articles of a 
candidate who has obtained two passes at Advanced 
Level should be most welcome to those leaving school at 
about eighteen. The length of present articles is one of the 
major obstacles in the mind of a boy of that.age. He is 
inclined to regard the training as a severe limitation on 
his life at a time when his contemporaries are able to 
spend their free time as they like. It should be quite 
within the competence of a boy of that ability to pass the 
examinations in four years. Any argument against the 
recommendation, on the grounds of reduced experience 
in practical work, applies even more strongly to the 
existing arrangements for graduates. 

The age at which different types of entrant would be 
likely to qualify under the recommendation would be as 
follows: 

(a) Those with a degree would spend six years from 
leaving school and would qualify at twenty-four or 
twenty-five. 

(6) Those with two passes at “A” Level and leaving 
school at eighteen would qualify at about twenty-two or 
twenty-three. 

(c) Those who leave school at sixteen or seventeen 
without any passes at “A” Level would qualify at about 
twenty-one or twenty-two. 
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A boy who gets an adequate number of passes at “O” 
Level at nearly sixteen could well be expected to pass in 
two subjects at “A” Level two years later, and might 
also be capable of entering a university. Such a boy would 
be one year later in qualifying if he stayed at school to 
take the “A” Level, and a further two or three years if 
he went on to a university. A boy who continues his 
general education, therefore, still makes an additional 
sacrifice in his early years, and it is often difficult to 
persuade him to take the longer view. 


3. Educational Ba 

The educational background of an articled clerk is partly 
linked to the time factor. There is often considerable 
misunderstanding in schools among boys, masters and 
parents, about the most suitable education for a boy who 
is intending to enter the profession. Many of them fail to 
realise that a good general education makes a sound basis 
on which to build an accountant’s training. There is a 
tendency not only to consider sixth form and university 
work as unnecessary, but also to regard a subject such as 
Classics or Modern Languages as unsuitable; Economics 
or Mathematics is thought to be more appropriate. 

The recommendation to shorten the articles of sixth 
formers, together with the stricter provisions for the 
minimum “O” Level qualification, should help to raise 
the general educational standards of entrants to the 
profession. Again, greater publicity in a handbook like 
Why not become a Chartered Accountant? could help 
both to widen the range of subjects studied, and to en- 
courage prospective entrants to continue their general 
education. 

It appears that the Universities Scheme has not really 
been tried sufficiently for it to be possible to pronounce on 
its value. Boys have not been positively encouraged to 
enter it, and the analysis of examination results as 
between those with general degrees and those who have 
taken a B.A. (Commerce) probably reflects the difference 
in quality of the respective candidates. The majority of 
people prefer to go to Oxford or Cambridge irrespective 
of the subject they can read and are therefore excluded 
from the Scheme. They presumably would tend to be of 
higher quality, and this will account for the comparative 
results in the Institute’s examinations. Apart from this, 
on the long view, academic research in a subject is usually 
based on a teaching faculty. 

If there is insufficient evidence of the value of the 
Scheme in the light of the experience of the past fifteen 
years, candidates of the highest ability must be more 
actively encouraged to take the course, to enable a 
proper assessment to be made. The present situation is 
unsatisfactory, and the report appears to shirk the issue. 
The reservations expressed by Mr. Nelson, and particu- 
larly his suggestions in paragraph 6, are most timely; a 
more positive attitude is called for, and guidance must 
be given to careers masters and boys. 


4. Practical Experience 


The candidate for articles is more likely to be worried 
that the practice of the principal to whom he will be 
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articled will help him pass his examinaticns than that it 
will be able to provide the good experience which is a 
vital part of the training. However, the experience 
obtained in practical work is the more important con- 
sideration, and the recommendations of the Committee 
contained in paragraph 55 of the Report about inter- 
views with principals who are taking their first articled 
clerks should give some measure of protection. 

Although the arguments against altering the relation- 
ship between principals and articled clerks are very 
strong, there is much to be said for some scheme whereby 
an articled clerk could take part in the work of more than 
one firm. Here it must be recognised that the recom- 
mendations if implemented might make it uneconomic 
for the small firm to take articled clerks at all. It would 
relieve the expense of training on principals and widen 
the experience of articled clerks if some group articles 
were to be allowed, whereby a number of firms could 
share the training of articled clerks. 

Another aspect of the same problem is that an articled 
clerk in a small firm, who may be far from the nearest 
Students’ Society and not encouraged to take time off 
to attend meetings, will tend to be isolated from other 
articled clerks. In a big firm the other articled clerks will 
help to fill this need. That is why recommendations 46 and 
47 of the Committee, to establish periodical full-time 
courses, are to be welcomed. Weekend residential 
courses too should be encouraged even more, and should 
be supported by principals with time off and possibly 
financial assistance. Only a small proportion of articled 
clerks, who may have to travel some distance to attend 
an evening meeting and who want to get on with their 
correspondence course, will be likely to come to many 
other Students’ Society functions. It is essential during 
articles to give an awareness of the corporate existence 
and standards of the profession as a whole, whether in 
public practice or in industry or commerce; and it is by 
such contacts with fellow students during articles that 
this sense will be born. 


5. Pay 

There is no doubt that a substantial increase in the 
remuneration paid to articled clerks will lay a heavy 
burden on certain firms. The parents of many boys from 
public schools are willing to continue to bear a large 
proportion of the expense of their children during articles. 
But in 1959 over half of the entrants into articles came 
from schools which are not members of the Headmasters’ 
Conference. Pressure from and on parents who are un- 
willing or unable to continue substantially to maintain 
their children will exclude possible candidates. Many 
boys, too, like to feel independent on leaving school or 
university, even if they are only receiving a bare living 
wage. The measure of their sacrifice by taking articles is a 
smaller salary than most of their contemporaries, and a 
long and hard training demanding most of their time. It 
may be that articled clerks will ultimately become 
eligible for maintenance grants from the Minister of 
Education or local authorities. In any case after a time, 
certainly after passing the Intermediate examination, 
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they contribute enough to the practice to earn their keep. 
There seems no valid reason why they should not, over 
their period of articles, receive in remuneration from the 
firm the value of their contribution to it. 

Although the Committee may “‘not have had before it 
any effective evidence’ that articled clerks were being 
exploited, there is a very strong feeling amongst those 
articled clerks who receive only a small allowance as 
remuneration that the routine work which they do is of 
considerable value to their principals; in some firms they 
may in fact do a large proportion of that work. They feel 
that they are being used as a cheap substitute for qualified 
or other staff, who are difficult to obtain and expect a 
reasonable salary. It would be of service to the profession 
as a whole to dispel this feeling. Recommendations 66 to 
69 of the Committee will go some way towards achieving 
this, and might well succeed altogether, simply by making 
known the remuneration which might be expected by an 
articled clerk and allowing the forces of supply and 
demand to take their course. In any case the more highly 
educated and mature type of articled clerk should be an 
asset to a firm quite early in his articles, and should be 
made to feel, by the treatment he receives, that he is 
contributing to the firm. 


6. Overcrowding in the Profession 

There is a strong general impression that, so far from 
there being a demand for articled clerks of the right 
quality, the profession is in danger of becoming over- 
crowded. It is necessary to continue to publicise in careers 
handbooks the variety of opportunities open to chartered 


‘accountants and the increasing demand for their services. 


At the same time it should be stressed that articles do not 
involve solely the acquisition of a bare qualification, but 
the membership of a profession, in whatever particular 
part of the community the member may happen to work 
subsequently. 


Conclusion 

The report of the Committee on Education and Training 
should be welcomed in its main recommendations. They 
should help to produce throughout the profession more 
uniform standards of training and pay; and they should 
show the perhaps bewildered schoolboy or schoolgirl 
what he or she can expect. 

The overall pattern of education and training during 
articles consisting in practical experience, supported by 
theoretical study mainly through a correspondence 
course, but punctuated by full time and weekend courses, 
is the most suited to the profession and does not deter 
the right type of candidate. The emphasis on a good 
general education before articles is right. Ifand when these 
or other recommendations are adopted, it is most 
important that clear information should be given to all 
those concerned with advising university graduates and 
school leavers about their choice of career. Above all the 
profession must show what is required of those who are 
to be chartered accountants: a good education, a head 
for figures, patience, commonsense and integrity. 
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INVEST IN LOCAL LOANS 


(MINIMUM AMOUNTS £50,000) 


A sound safety-first trustee investment can be arranged, in minimum amounts of £50,000, with first class 
Local Authorities on the following attractive terms: 


MORTGAGE LOANS 
O/ 
4 |o 
per annum, for periods of from 3 to 20 years. 


Settlement is arranged direct with the Local Authority or their Bankers, and no costs or commission are 
payable by the investor. 


For full particulars apply 


SHORT LOAN & MORTGAGE CO., LTD. 
BANKERS, 


Discount and Fiscal Agents 
79 LOMBARD STREET, LONDON, E.C.3. Tel.: MAN 3321 
Enquiries invited from Principals or their Agents 


‘Body’ Protection 


Singular? Plural? It’s all the same to a‘word like ‘body’. In fact, you 
could truthfully call your staff a ‘body of bodies’. There are occasions, 
however, when it pays to be plural. When, for instance, you are covering 
your staff individually against injury at work and find that with a 
Group Personal Accident Policy you enjoy considerably reduced rates. 
This group policy can provide complete financial protection in 

the case of an accident. It can be arranged to make up wages if an 
employee is totally disabled for a time. And if the accident proves 

fatal within a certain period, a capital payment is made to dependants. 
An additional advantage is that an income-tax allowance can 
generally be claimed on any part of the premiums paid by the employer. 
For any form of Insurance, from Burglary to Group Pensions for 
anybody or everybody, you will find Legal & General policies an asset. 


LEGAL & GENERAL 


ASSURANCE SOCIETY LTD 


CHIEF ADMINISTRATION : 188 FLEET STREET, LONDON, E.C.4. TEL: CHANCERY 4444 
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Capital for Industry 
& Commerce 


is provided by 


INDUSTRIAL @¢ COMMERCIAL 
FINANCE CORPORATION 
LIMITED 


in the form of long-period loans on fixed terms, 
and share capital—preference and ordinary. 


Shareholders: The English and Scottish Banks 
The booklet ‘Capital for Business’ 


will be sent on request 


HEAD OFFICE: 
7 Drapers’ Gardens, London, EC2 
National 8621 /5 
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A shortened version of a paper recently submitted to the Institute 

of Actuaries. Although originally prepared with the investment of life 
office funds particularly in mind, the paper covers possibilities and 
prospects which are relevant to any reputable investment in the 
active and often highly profitable property field. 


Life Office Property Investments 


By E. Kingsley Read, F.1.A., F.S.S. 


IT WILL NO doubt be readily admitted that in these days 
investment profit makes the greatest contribution to sur- 
plus in life funds. A large amount of these funds is now 
invested in property. The following table has been taken 
from the Post Magazine Almanac and shows the estimated 
amount of property and mortgages held by insurance 
companies: 
Property Mortgages 
Year £ £ 


million million 
1945 111 149 
1948 151 188 
1951 229 311 
1954 312 430 
1957 450 658 


In 1959 new property investments amounted to £59 
million and new mortgages to £60 million. 

Statistics produced by the British Insurance Associa- 
tion show that the percentage of life and general insur- 
ance funds directly invested in property and mortgages 
together rose between 1947 and 1958 from 12 per cent. 
to 22.5 per cent. About 82 per cent. of the investments are 
held on behalf of the life funds, so it seems that it has 
already been established that property and mortgages 
may be considered suitable investments for them. 

The prudent investor will not unnaturally seek first to 
protect the funds under his care from depreciation, and if 
he can also, without undue risk, secure some apprecia- 
tion, he will be all the better pleased. Stock Exchange 
equities have for some time past been advocated as an 
antidote to inflation, but they must always depend largely 
on the prosperity of trade and the management of the 
companies concerned. On the other hand, sites in areas 
of growing population invariably increase in value, so 
that properties erected on them will produce more income 
and automatically be a hedge against inflation with much 
less risk. Even fixed interest investments dependent upon 
property are subject to less risk of depreciation than those 
dependent upon industry. 

It is a main object of this paper to suggest the types of 
property and types of transaction which are likely to be 
found most attractive. It will be convenient to consider 
first the types of transaction available and then the 
suitability of the various types of property. The transac- 
tions are divided into (a) property ownership and (db) 
mortgages. 


Property Ownership 

At one time, apart from property required for own occu- 
pation, life office investment in property was limited 
almost entirely to freehold ground rents. These are still 
held in some measure and have no doubt paid hand- 
somely, but with the inflationary trends in recent years it 
is no longer convenient to accept a fixed income for a 
long period such as 99 years, which is usually the mini- 
mum for newly created ground rents, although they may 
run up to 999 years, or even, in Ireland, to 9,999 years. It 
should be noted in passing that some recently created 
ground rents provide for periodic increases in proportion 
to the rack rents securing them. 

The value of a ground rent depends on the amount of 
cover afforded by the rack rent and the length of the 
reversion to that rack rent. An early reversion to a much 
higher income may be attractive, but may increase the 
market value to such an extent as to make the immediate 
interest yield too low to suit life office funds. It would be, 
however, a rapidly appreciating investment, and no doubt 
bookkeeping methods could be adopted to take advan- 
tage of this and not leave all the appreciation to mature on 
the falling in of the reversion. This would involve a 
writing up of the capital value for the benefit of the 
revenue account, which would have suffered from the 
temporarily low income. 

Leasehold ground rents are rather less attractive. They 
are purchases of fixed income for a limited term with no 
hope of reversion to a higher income. Part of the income 
acquired has to be devoted to a sinking fund to replace the 
capital invested. Similarly, fee farm rents, chief rents, 
Scottish feu duties and other rent charges are also merely 
purchases of fixed income. They are all perpetual, and 
carry no reversion to any higher expectation, but require 
no sinking fund provision. 

One of the principal reasons for buying property is as 
a hedge against inflation, and if this is to be complete it is 
necessary to have entitlement to the full rack rents. What- 
ever property is held, therefore, should be let, if possible, 
on terms which allow the rent to be revised from time to 
time. The length of lease granted to the tenant is im- 
material so long as the lessor retains the right to vary the 
rent at reasonable intervals. Owner-occupied freehold 
business premises are often sold in order to provide 
capital for the business, subject to the purchaser granting 
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a long lease back to the vendor. This may be for ninety- 
nine years or even longer, but it would be prudent in 
granting a long lease of this kind to provide for rent 
reviews every twenty-five or thirty years. 

These rent reviews are of comparatively recent origin 
and have arisen largely as a means of combating the 
trends of an inflationary period. Previously a lessor, 
fearing a tendency towards higher rents, would protect 
himself by restricting the length of the lease granted, but 
a vendor of a property desiring to retain occupation would 
obviously wish to have as long a lease as possible. It has 
been the old story of supply and demand, and with limited 
investment funds available the lessees have been able to 
obtain long leases only in return for their agreement to 
rent reviews. At another time conditions might revert to 
those obtaining when the supply of money for investment 
exceeded the demand, in which case competition could 
greatly affect the terms for this type of transaction. The 
first alteration would probably be a lengthening of the 
period between successive rent reviews. 

A further problem arises when a leasehold property is 
purchased, and that is the internal sinking fund arrange- 
ments. On the termination of the lease the property has 
to be handed over to the freeholder, so that it is necessary 
during the currency of the lease to provide for amortisa- 
tion of the investment. The original purchase price will 
have been calculated on a basis taking into account the 
wasting nature of the asset and allowing for provision to 
be made for a sinking fund out of the income from the 
property. A cumulative fund is probably best for this 
purpose but, if the contribution to sinking fund is not 
revised as income improves, the amount available at the 
end of the lease will be sufficient only to replace the 
original cost. With a freehold property the capital value 
varies directly with the income, and there is thus complete 
protection from inflation. With a leasehold property the 
capital value varies not only with the income receivable 
from the subleases but also according to the unexpired 
term of the lease. The subleases may provide higher in- 
come from time to time, but the original sinking fund will 
have been calculated on the initial income, and it will not 
be a satisfactory inflation hedge to receive from the sink- 
ing fund only the amount invested many years before. 
The appropriate sinking fund provision from an increas- 
ing leasehold income is an interesting problem. There is 
no investment loss so long as the original book value is 
recovered, but equally there is no real protection against 
inflation if this is recovered and no more. On the assump- 
tion that there is no change in the valuation rate of 
interest, the capital value of a freehold property is 
doubled if the income is doubled, even if this takes ninety 
years. If the property is held on a ninety-nine-year lease, 
the doubling of the income in ninety years does not have 
the same effect on the capital value. If any additional 
income is obtained from a leasehold property, a further 
contribution should be made to the sinking fund. The 
basis for this may be arbitrary, as it is difficult to say 
exactly what is correct. Any additional income could be 
valued for the shorter term of the unexpired lease and a 
sinking fund provided for the extra capital value. If the 
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appreciation is taken forthwith and the book value 
simultaneously written up by this extra capital, the interest 
yield is left as it was originally. This is not an essential 
step to take, and comparison might be made with a free- 
hold investment, where additional income means a 
higher interest yield until the further capital value is 
realised, more probably on a sale than by writing up. It 
might therefore be desired in the case of a leasehold to 
leave any capital profit to emerge from the sinking fund at 
the expiration of the lease. 

It has often been found, when a property has been 
offered for sale, that the vendor has required the pur- 
chaser to take not the direct title of the property but the 
transfer of the shares of a company which owns it. This is 
likely to occur when the company owning only the single 
property cannot sell it direct for fear of tax being levied 
on the profit realised. The owner of the shares has often 
been able to sell them and to take a capital profit free of 
tax. A life office might not wish to buy a company which 
would have to be kept in being as a subsidiary, at least for 
some years, until it could safely be wound up without the 
danger of a tax liability. It will generally be better for life 
funds to hold shares only in companies with official 
stock exchange quotations for their shares. 

New property developments, either freehold or lease- 
hold, can be financed by the method of purchase and 
lease back. If the developer is retaining an interest, then, 
as already mentioned, the rent under his lease should be 
reviewed periodically at fixed dates and varied with the 
rack rents according to an agreed formula. For example, 
if the first rent from the lease happened to be three-fifths 
of the rack rental income, then the review factor should 
be three-fifths, that is to say that the purchaser would at 
each rent review have his income stepped up to this pro- 
portion of the rack rents. A variant of this is for the in- 
vestor to have a fixed rate of interest on his outlay to- 
gether with an agreed percentage of the surplus income. In 
the case of a leasehold property, the rent charged must 
include the cost of the sinking fund to replace the capital 
invested, and since this extra payment will be part of the 
rent it will be subject to income tax. This means, of course, 
that the sinking fund item will have to be grossed up—an 
obvious point, perhaps, to an actuary, but one which 
frequently has to be explained to a vendor. 

Sometimes a developer may be content to recoup only 
the cost of the site and the erection of the building. The 
rent under the lease back would then be well short of the 
gross income from the property, and this would mean that 
the developer is retaining his profit in the form of income. 
There is, however, a taxation danger to the vendor, and 
the implications of the 1960 Finance Act will require 
careful consideration. It might be thought that income 
tax would be limited, so far as the developer is concerned, 
to his surplus income. By the sale, however, the developer, 
probably an investment company formed for the purpose, 
might be deemed a trading company and, as such, assessed 
for tax on capital profits. This might result in tax being 
charged on the capital value of the surplus income, and 
if the company were privately owned there might also be 
a surtax liability. Although it might appear at first glance 
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that the tax should not be levied until final realisation of 
the capital profit, there are contrary views, and the posi- 
tion would need clarification before such a transaction 
could be safely embarked upon by the vendor company. 

A purchase of this nature is, however, only partial 
ownership, and is, in fact, sharing the investment with 
another owner, which may lead to a loss of control or at 
the least to the necessity for consultation with another 
interested party before taking certain actions. It usually 
comes about through the life office not being able to find 
enough complete investments from its own connections. 
Obviously, if suitable properties can be found in suffi- 
cient quantity, it will be better to have full ownership and 
to exclude outside interests. This will depend upon having 
active agents who can produce either existing properties 
or new developments which will form satisfactory invest- 
ments. 

Many new developments have been financed in recent 
years out of life funds, much to the advantage of the 
development companies. With this in mind there has been 
a growing tendency for the life companies themselves to 
undertake development schemes. When there is a shortage 
of accommodation, practically any well-sited property 
can be let ; but when building in a particular area begins to 
reach saturation point, it is dangerous to commence 
further building for investment without knowing in 
advance that a tenant or tenants will be prepared to rent 
the property on completion. 

While on the subject of tenancies, it should be pointed 
out that great care must be exercised in drawing up the 
terms of any lease to ensure that the tenant is not in a 
position to do anything to the disadvantage of the land- 
lord. For business premises the tenant will usually have a 


full repairing and insuring lease, so that the landlord’s- 


rent will be net of expenses. If the property has more than 
one tenant, the landlord will not be in such a strong posi- 
tion to pass on the liability for structural repairs, although 
the tendency is now towards obtaining from the tenants 
of multi-occupied premises a contribution towards all 
outgoings in proportion to their rents. Where, under a 
lease-back arrangement, there is a single tenant who seeks 
to make his profit by subletting, it is most important to 
retain some control over the leases he grants. The period 
for which subleases are given without the consent of the 
superior landlord should be strictly limited, but, more 
important still, premiums for subleases should be barred, 
or the landlord may find the rents payable under the sub- 
leases less than that due to him. 

Complete ownership of properties, however, whether 
they are fully developed or in need of redevelopment, 
leads to questions of management. It is, of course, pos- 
sible to appoint agents to manage properties, but this is 
apt to prove expensive and, to some extent, control may 
be lost. If the office has a very extensive property port- 
folio, it will certainly pay for it to handle its own manage- 
ment. This will entail the employment of qualified sur- 
veyors and tradesmen, such as electricians, plumbers, 
carpenters, painters and the like, in addition to lift 
attendants, porters, gardeners and handymen. For small 
and scattered property holdings this may well be impos- 
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sible, and if the management cannot be turned over to a 
lessee—as under the purchase and lease-back arrange- 
ment—the alternative is to take an interest in property by 
investment in property companies. There are in the 
market the usual stocks and shares—debentures in place 
of mortgages, preference shares akin to irredeemable 
rent charges, and ordinary shares participating in the 
equity of the various property holdings. There is a grow- 
ing number of public property companies with stock 
exchange quotations for their issued capital, and these are 
useful media of property investment for smaller funds 
which cannot undertake the work involved in property 
management. In order to obtain through property com- 
panies an investment strictly comparable with property 
ownership, it is necessary to take proper proportions of 
debentures, preference and ordinary shares. In other 
words, a careful study has to be made of what is usually 
referred to as “‘gearing’’—investment only in the ordinary 
shares of a property company which has substantial 
liabilities by way of prior charges could well be unduly 
speculative. Space will not allow a detailed examination 
of the types of company, but consideration should be 
given not only to the class of property in a particular 
portfolio, and the amount of any charges thereon, but 
also to the company’s activities in the way of new 
developments and acquisitions. It is also important to 
know whether a property company is an investment 
company or a trading company for taxation purposes. 

There are in addition many private property companies, 
a large proportion of which own perhaps a single develop- 
ment or even a single property. The holding of capital in 
these companies may not be desirable or convenient— 
unquoted items often present balance sheet difficulties— 
and in the past the purchase and lease back has better 
suited a life office wishing to take an interest in the 
property concerned. If, for reasons of taxation, these 
transactions become unpopular, new techniques of 
finance may be necessary—possibly an irredeemable 
participating mortgage debenture under which the rate of 
interest would increase with the income from the 


property. 


Mortgages 
Mortgages have been quite widely held in life funds and 
involve very little in the way of management, since collec- 
tion of interest is nothing more than a system of renewal 
notices. They can be attractive and remunerative provided 
they are carefully chosen. One attraction of mortgages is 
their freedom from fluctuation of capital value. Such an 
asset, therefore, should be very suitable to cover the 
equally fixed liability of life policies, particularly non- 
participating contracts. It has to be borne in mind that it 
is not possible to make a profit out of a mortgage, but a 
loss can be incurred by injudicious lending. Too much 
reliance should not be put on a personal covenant. It is 
only rarely that it is of any material help in protecting a 
mortgage investment. If a security deteriorates, the value 
of the covenant may well deteriorate with it. It is impor- 
tant, therefore, not to lend too much, and to make proper 
provision for redemption so that a depreciated security 
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has only to carry a reduced mortgage. This is obviously 
more important with a leasehold property. The covenant 
of the borrower is of greater importance if he is in occu- 
pation of the mortgaged property, but if he has let it the 
lender is more concerned with the value of the lessee’s 
covenant. What is, however, more important is to know 
that if there is default the property will produce an income 
sufficient to service the mortgage. Trustees are empowered 
to lend up to two-thirds of the value of a property and 
this proportion has much to commend it. 

The terms on which mortgages are granted will 
naturally vary from time to time according to market 
conditions, but any large loan will usually be tied on fixed 
terms for a definite period during which the lender may 
not call in the loan (except on default) and the borrower 
may not repay. To this extent, therefore, the mortgage 
assets are not liquid, and the total amount so invested has 
to be carefully watched. It is certainly arguable whether a 
mortgage tied for a long term at a low rate of interest is 
worth par during a period of dear money. 

The fact that a loan is tied does not necessarily mean 
that there is no provision for redemption until the term 
expires. If a full mortgage is granted of, say, two-thirds of 
the value of the security, it is prudent to have some form 
of repayment from the commencement, although this 
need not lead to full redemption by the end of the agreed 
term of the loan. For example, repayment by whatever 
method is adopted might be over a period of forty years, 
while the loan itself might be tied for twenty years only. 
This would mean that after twenty years the terms for the 
outstanding loan would have to be re-negotiated. It is a 
fairly general experience that borrowers are reluctant to 
repay loans, or, at least, to repay them as quickly as the 
lender requires. In these days this reluctance often arises 
from the fact that repayments have to be made out of 
income which has already borne a high rate of taxation. 
This may lead to a request for an extension of the repay- 
ment term or, quite commonly, for a postponement of the 
commencement of repayments for a few years. It is 
unwise to be too generous in this respect, although a 
short postponement is not unreasonable when the security 
consists of property from which additional reversionary 
income is to be derived in the near future, or if less than a 
maximum loan is taken at the outset. 

The method by which repayment is to be secured neede 
careful consideration. The three courses open are: 

(a) by cumulative sinking fund, 

(b) by periodic equal instalments of principal, 

(c) by endowment assurance or sinking fund policy. 

(a) Cumulative sinking fund. This is simply a fixed pay- 
ment each year of capital and interest sufficient to repay 
the mortgage in the agreed period. As capital is repaid 
the interest diminishes and is replaced by an additional 
capital repayment. This is, in fact, the method used by 
building societies for repayment of house purchase 
loans, for which it is very suitable. For large company 
borrowings, however, it has, with increased taxation, 
become inconvenient. Only the interest portion of each 
year’s payment ranks for rebate of income tax and the 
capital portion has to be found out of net income. As the 
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capital payments increase each year, this means that the 
charge on the borrower’s gross income becomes larger. 
Towards the end of the transaction most of the annual 
payment is capital, and it may then be beyond the capacity 
of the borrower to meet the liability. A numerical example 
will best show the full force of this. A property producing 
an income of £10,000 per annum after payment of all out- 
goings except income tax may have a capital value of 
£150,000. On this security a loan of £100,000 could be 
justified, and if this were granted at six per cent. per 
annum with repayment by cumulative sinking fund over 
thirty years, the half-yearly payments of capital and 
interest would be £3,613, i.e. £7,226 per annum. In the 
first year interest would be £5,982 and capital repayment 
£1,244; and in the thirtieth year interest would be £312 
and capital repayment £6,914. To obtain the charge on 
the gross income, the capital content has to be grossed up, 
and at the current standard rate of tax at 7s. 9d. in the £, 
the capital charges become £2,030 in the first year and 
£11,290 in the thirtieth year. In the first year the gross 
charge for interest and capital, namely £8,012, is well 
covered by the gross income of £10,000 from the property, 
but in the thirtieth year this will not support the total 
gross payment of £11,602. It is true that the income may 
have increased over the period of thirty years, but it 
would be most unwise to have a commitment which 
could not be met out of the foreseeable figures. 

(b) Periodic instalments of principal. In view of the 
taxation difficulty with cumulative sinking funds, equal 
capital payments, annual or half-yearly, have often been 
substituted. In this case the interest payments will be 
decreasing without compensating capital increases. This 
makes a diminishing annual liability. 

(c) Endowment assurance or sinking fund policy. An 
endowment assurance on the life of a borrower is con- 
venient for a house purchase loan or other comparatively 
small mortgage. For a company borrowing, an endow- 
ment assurance on the life of one of the company’s 
directors or other official may sometimes be obtained, but 
it is unlikely that any income tax rebate can be secured in 
respect of the premiums, and a sinking fund policy is, 
therefore, usually more suitable. This is nothing more or 
less than a cumulative sinking fund calculated at a net rate 
of interest. As the rate is different from that due under the 
mortgage, the payments cannot be deducted annually 
from the principal and are, therefore, accumulated until 
the policy matures and repays the entire loan. For the 
borrower, this method has the advantage of a fixed annual 
liability throughout the transaction in respect of interest 
and premiums, apart, of course, from any variation in the 
rate of income tax which would also affect the other 
methods. The life office would, doubtless, prefer repay- 
ment in this way. Not only is there the additional busi- 
ness in the form of the policy, but also the investment 
remains at its original face value throughout its currency. 
With a twenty-year fixed mortgage and a forty-year 
sinking fund policy, however, it has to be remembered 
that at the end of twenty years the amount redeemed is 
only equivalent to the surrender value of the policy— 
about one-third of the sum originally advanced. 
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While it has been assumed that mortgages—at least 
those of any size—will generally be tied for a period, 
there are occasions on which a borrower will press for an 
escape clause in the deed. This is often required when 
there is a possibility that a sale of the security may be 
desired. Repayment of a mortgage may therefore some- 
times be allowed in the event of a bona fide sale of the 
security, though it is not usually allowed within five years 
of the completion of the mortgage and certainly not in any 
case without payment of a fine. The fine is required not 
only for the breaking of the contract and the trouble to 
the lender of finding a new investment, but also to cover 
the possible loss of income by enforced acceptance of a 
lower interest yield. The fine, therefore, should decrease 
with the outstanding term of the loan at the date of 
repayment. 

Loans on second or subsequent mortgage can never be 
very satisfactory. They are subject to risks which are 
hardly compensated by the higher rates of interest which 
they inevitably command. 

There is one further type of lending on property which 
should be mentioned, and that is building finance. In these 
active days of property development, this finance is often 
sought and it is sometimes offered to the life company 
which is contemplating a mortgage on the finished 
property. It is a temporary loan for a comparatively short 
term and by itself would not be recommended for life 
office funds which require long term transactions. It may, 
however, be necessary to grant building finance if an 
ultimate attractive mortgage is not to be lost. It may be a 
little troublesome to lend by instalments as building 
progresses, but the interest charged will always be in 
excess of that required for the final mortgage. The 
advances are made against the expenditure as certified by 
the architect to the development. A surveyot’s report will 
already have been received on the project asa whole, and 
the higher interest is to cover the extra trouble and the 
risk that for some reason the lender may have to take 
over the development and complete it. It would, therefore, 
not be prudent to finance any very speculatiye develop- 
ment, such as, for example, one where there was any 
doubt of being able to let the finished building. It is best 
to have the ultimate occupier of the property arranged in 
advance. 

The amount to be lent against the architect’s certificates 
will vary according to the requirements of the borrower 
and to the circumstances of the case. If there is a valuable 
freehold site, which can immediately be charged, there 
may be no objection to lending 100 per cent. of the 
amount of each certificate. On another occasion, where 
the site is leasehold, it will be prudent to limit interim 
payments to 80 per cent. of the certificates. The propor- 
tion will depend on the cost of the building in relation to 
the final value of the security, and it will be advisable so 
to arrange matters that on completion of the work there 
is a final payment due to the borrower, which can be 
made contingent on receipt of a satisfactory report by the 
lender’s surveyor. On occasions, there will not be a lease 
of the site at the outset, but only an agreement for a lease 

which is to be granted subject to the erection of a pro- 
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perty to the satisfaction of the freeholder who will have 
already approved the plans. Although there is thus an 
added risk, it is not found in practice to be very material, 
and with reputable parties involved, the lender’s solicitors 
will usually be able to advise that there is little danger in 
lending in advance of the granting of the actual lease. 

There is another aspect of mortgages which it would 
not be out of place to consider, and that is the remedies 
available to the lender in the event of default by the 
borrower. It is useful to incorporate in a mortgage deed a 
power to capitalise unpaid items due from the borrower. 
A lender would then, at his option, be able to add to the 
principal any outstanding payments. This is as much for 
the protection of the borrower as for himself. It might 
only be a case of temporary difficulty, and capitalisation 
of a small sum of arrears might not prejudice the security, 
particularly if the mortgage had been in force for some 
years and had been substantially reduced in the mean- 
time. The capitalisation would remove the need for any 
more drastic action under the lender’s other powers. 
These powers are: 


(a) To sue, under the personal covenant, for the pay- 
ments in arrear. If default has arisen, the covenant may 
not be very valuable, but, in any event, the procedure is 
somewhat troublesome and would have to be repeated 
for each subsequent default. 

(b) To appoint a receiver in respect of the mortgaged 
property. 

This is, of course, of no avail if the borrower is himself 
in occupation of the security, but if it is let to one or more 
tenants, it is possible to have a receiver appointed to col- 
lect the income and, after payment of the normal out- 
goings, to account to the lender for all surplus. 


(c) To sell the security. 


The common form of mortgage usually provides for 
interest to be paid half-yearly in arrear with probably 
thirty days’ grace allowed before any penalty is incurred. 
Although, no doubt, in practice a longer warning would 
be given, a power of sale arises if payment is not forth- 
coming within the days of grace. In exercising the power 
of sale, the lender has to ensure that the best possible 
price is obtained, so that the only really safe method of 
procedure is to sell by auction. Any surplus realised has to 
be accounted for to the borrower or subsequent encum- 
brancer, if any. 

(d) To foreclose the mortgage. 


This is the method by which the borrower is debarred 
from redeeming the mortgage so that the security becomes 
the absolute property of the lender. It is not a right which 
the lender enjoys, but he may apply to the Court for a 
foreclosure order. On proof of the debt an order nisi 
may be obtained appointing a date some six months 
ahead by which the borrower has to discharge the whole 
of the amount due under the mortgage. In the event of his 
failure to do this, the lender then obtains an order 
absolute, vesting the property in himself. As already 
stated, this is not a right of the lender, and the Court, if it 
should think fit, may order a sale of the security instead. 
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Classes of Property 
Property ownership and mortgages have now been dis- 
cussed without reference to the various classes of pro- 
perty. These must now be considered. The main headings 
are: (a) shops; (6) offices; (c) flats; (d) houses; (e) fac- 
tories; (/) agricultural properties; (g) miscellaneous. 

Before these are taken individually, a few general 
remarks applicable to most properties may be made. It is 
assumed that no property investment, whether purchase 
or mortgage, will be made without proper professional 
advice. Nevertheless, an investor can learn much by 
experience and can save a great deal of time and trouble 
by a little preliminary investigation of any property 
offered. It is important to realise, for example, that the 
value of any property depends largely on its being in the 
right situation for its particular use. If it is out of position, 
it will command a much lower rent, and in times of 
adversity it may well remain empty. Situation is, there- 
fore, always a primary consideration. There are, too, 
regulations as to planning and user which have to be kept 
in mind, as an owner is not, in these days, always able to 
change the nature of the occupation of a property in order 
to attain the maximum income. Values of properties are 
regulated, like those of most commodities, by supply and 
demand, and an investor, therefore, should pay attention 
to likely trends. The important point is to be satisfied that 
another tenant could easily be found in the event of the 
present occupation being terminated. 

This leads to the consideration of the types of property 
listed above, any of which may be offered from time to 
time for purchase or mortgage. 


(a) Shops 

These can be very attractive investments, especially in 
main thoroughfares where the multiple traders congre- 
gate. There is little danger of loss of income in the best 
positions, where the tendency is always for rents to rise. 
For this reason purchases are often more attractive. 
There may be some living accommodation over the shops, 
or these may be combined with 


(b) Offices 

Again, the tendency has been for office rents to rise, but 
this will depend to a much greater extent upon the 
accommodation being up to modern standards. The date 
of the building and the nature of its amenities are, there- 
fore, most important if continuous occupation is to be 
ensured. Good accommodation will let readily, for it 
helps a business to retain and to recruit staff, which is a 
great advantage in times of a shortage of labour. 


(c) Flats 

These may also be combined in a shop development, or 
they may be in blocks by themselves, but, in any case, the 
standard of the accommodation is even more important 
than with offices. Offices are often necessarily in a par- 
ticular locality, and, therefore, likely to be tenanted, but 
if flats do not reach a certain standard, they will suffer by 
competition from other more attractive blocks. For 
example, large old houses converted into flats seldom let 


so readily as new purpose-constructed blocks of flats, 
except at much lower rents. The cost of management of 
flats has risen steeply since the war and there is a limit to 
the rent which an individual can afford to pay out of a 
heavily taxed income. Rent restrictions have greatly 
affected values in the past, and there is always the danger 
of further rent control by legislation. Political considera- 
tions cannot be ignored. Thus, there is probably less scope 
for appreciation in the capital value of flats. The state- 
ments of income and outgoings, especially if they are esti- 
mates only, should be carefully studied. Outgoings, and 
the cost of repairs in particular, are often considerably 
underestimated. 


(d) Houses (including bungalows and maisonettes) 

Individual units may form the basis for house purchase 
mortgages which many life offices undertake. They prob- 
ably do not grant these as a serious medium of invest- 
ment, but more for the sake of the endowment assurances 
which go with them. Each case is a contract with an indi- 
vidual who is a potential source of insurance business. 
There are many borrowers who prefer the type of con- 
tract undertaken by a life office to that of a building 
society. The protection of the endowment assurance, 
possibly on a with-profit basis, has an attraction for the 
professional man beyond the decreasing term assurance 
usually offered to cover a building society advance. The 


policy is equally attractive to the life office, but the 


amount of each transaction is not large, so that there is 
considerable labour involved before a substantial sum is 
invested. 

Estates of houses, however, are not particularly 
attractive for life offices, either for mortgage or owner- 
ship. Expense of management and possible loss of income 
through voids are apt to make them troublesome and 
unremunerative. Sometimes an estate is tenanted largely 
by the workers at a nearby factory, and regular payment 
of rents may then well depend upon the success of the 
local business. This would hardly be satisfactory. As with 
flats, rent control is always a possibility that should not be 
overlooked. 


(e) Factories 
These can be attractive to own, provided they are modern, 
and situated in a factory area, where there is an adequate 
supply of labour and suitable transport. Newly erected 
factories have a taxation benefit for the developer in the 
form of an industrial allowance which substantially im- 
proves the interest yield. There is, however, a danger of a 
factory becoming outmoded, and as an income of 8 per 
cent., or even 10 per cent., is commonly possible, it is 
prudent to write down the capital value, even of a freehold 
property, out of the income so as to take care of obso- 
lescence. The interest yield will probably be sufficient to 
enable the investment to be written down, so that after 
about forty years it represents the site value only. 

If a mortgage on a factory is granted, the amount is 
often restricted to 50 per cent. of valuation, and it is 


“usual to have répayment over a comparatively short 
‘term, such as fifteen:years. Much will depend on the 


{ 
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standing of the occupier of the property, who may, of 
course, also be the borrower. If he is not, the length of his 
lease is important. 


(/) Agricultural properties 

These are rather a special market and are probably best 
left alone by life offices. The value depends upon the 
occupation, and, if this should fail, the office might have 
difficulty in getting someone at short notice to carry on 
the farming operations, which should obviously continue 
without interruption. 


(g) Miscellaneous 

In this group may be included such properties as schools, 
nursing homes, hotels, theatres, cinemas, and the like. 
None can really be recommended. Each property has its 
special use and the value depends almost entirely on the 
success of the business being carried on. A mortgage 
would be secured more on the business than on the 
property, and this would not be a satisfactory feature. If 
an advance is entertained on property of this kind it is 
probably a good idea to take the security in the form of a 
debenture with a charge on such fixtures and fittings as 
would in the event of default enable the business to be 
continued by a receiver or manager until realisation be- 
came possible. 


So far as purchase and letting are concerned, the rent 
would be payable by the tenant out of the profits of the 
business, and if this failed, and the property, as is likely, 
could not be used for some other purpose, it would 
probably be difficult to find another tenant to carry on the 
same type of business. 


Conclusions 

As with all forms of investment, one of the chief aims 
should be a spread of risk. In the case of property, the 
spread should extend to localities as well as to types of 
property and types of transaction. There are advantages 
in ownership of freeholds not enjoyed by other forms of 
property investment. Equally, mortgages have their place, 
and their comparative freedom from fluctuation of capital 
value has been known on more than one occasion to save 
a life fund from serious consequences when other invest- 
ments have suffered severe depreciation. 

No attempt has been made to justify any particular 
transactions; these will be subject to selection according 
to policies framed in the light of conditions ruling from 
time to time. Those charged with the responsibility of 
investing life funds will doubtless weigh up the merits of 
every form of security available in the market and com- 
pare the interest yields and the risks involved. 


The Control of Work in Progress and 


Finished Product Stocks 


By A. Morrison, F.C.W.A., M.P.0.A; 


TOTAL STOCKS HELD by manufacturers and distributors 
fall naturally into three separate categories: , 

Materials, 

Work in progress, 

Finished products. 

Materials were dealt with in the first article.* It re- 

mains to examine the control of stocks of work in pro- 
gress and finished products. 


WORK IN PROGRESS 

Work in progress may be defined as materials or com- 
ponents which are being processed, assembled, or tem- 
porarily stored in the course of making a finished product. 
Its value includes not only the purchase price of the 
materials concerned, but also the cost of the work which 
has been done upon them to date. 

Work in progress does not normally arise in distri- 
butive concerns. In continuous process industries operat- 


* “The Control of Material Stocks.” (ACCOUNTANCY, May, pages 
262-6). 


ing on a few raw materials only (for example, oil refining, 
whisky distilling) it is very largely automatically con- 
trolled by the rate of input to the first process. The pro- 
cedure is more complicated in organisations where a 
wide variety of materials is used and numerous indi- 
vidual machine and/or hand operations are involved. 
Although the same general principles apply to all fac- 
tories of this kind, whether on batch or line production, 
the methods employed are best illustrated by taking one 
particular type of business as an example, and for this 
purpose it is proposed to select light engineering pro- 
duction. 


The Effects of Failure of Supply 

An inadequate supply of parts at any stage in manu- 
facture has the effect of slowing up production, and in 
extreme cases may stop the output entirely. Where 
numerous or lengthy machining operations are involved, 
together with heat treatment and detailed inspection, the 
time cycle from raw material at the first machining stage 
to a finished component ready for sub-assembly may be 
several weeks, and failure to maintain a supply of work in 
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progress may hold up the assembly shop for a con- 
siderable time. Not only is this expensive in terms of loss 
of finished products, but it also compels a reduction in the 
output of all other related components until the laggard 
catches up. Such a state of affairs can result in substantial 
unproductive payments for waiting time to operators, 
and—probably more costly—idle machine time. This is 
of course a serious case, but even minor deficiencies will 
involve either overtime on the component in short supply 
or the switching of other production to meet the delay. 
Shortages are usually most troublesome where they affect 
the final assembly operation, because at that stage the 
rate of output of finished products is most immediately 
and directly influenced, particularly if the assembly line 
is continuous. 


Purpose of Control 


The principal objective of the control of work in progress 
stocks is to ensure that adequate supplies of materials and 
components are available, as required, at all points 
throughout the manufacturing sequence. This involves 
regulating the input into the first stages of production, 
balancing the output of machine or other groups with 
different operational cycle times, and controlling the 
numbers of finished components coming forward for 
final assembly. 

The second objective is to economise in working capital 
and storage costs by limiting the investment in this form 
of inventory as far as possible without interrupting 
production. 


Control Stages 

As a first step, a list of the operations applicable to each 
component is required. This is obtained from the planning 
department in the form of a process layout, which also 
shows machining times and details of tools, gauges, jigs, 
fixtures and any other ancillary equipment to be made 
available. 

Where operations are numerous it may be neither 
practicable nor necessary to establish a detailed control 
after each one, and those of a similar nature can be 
grouped together in stages. For example, the following list 
shows forty individual processes on one component 
divided into five stages: 


Turning me as 3 operations 
Drilling and Tappin 8 


Processes such as annealing, plating, welding and painting 
are treated as separate stages even if they are done in a 
single operation, because specialised plant facilities are 
used. 

Stocks are held at various stages to provide a buffer 
capable of absorbing minor fluctuations in the rate of 
production between processes, so that no operation need 
be stopped either for lack of parts or because its output is 
temporarily exceeding that of subsequent operations. 
Items may or may not be removed from the shop floor 
into work in progress stores at each or any stage. It is 
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difficult to generalise, but stores enclosures are normally 
desirable for components produced in batches, and there 
is less need for them in the case of continuous line pro- 
duction items, except where a surplus arises at some point 
owing to a hold-up further along the line. 


Quantity Control 

Control begins with the regulation of materials input to 
the first production stages, based upon the manufac- 
turing schedule, which in turn is derived from the sales 
forecast. The manufacturing schedule quotes descriptions 
and identification numbers of all materials and parts 
required, with details of all sub-assemblies and final 
assembly, and the appropriate initial quantities to be 
issued are arrived at by working back from the desired 
numbers of finished articles, allowing for offcuts, defec- 
tive workmanship and defective materials at each stage in 
accordance with past experience or technical estimates. 
The process layout gives particulars of all operations to 
be performed, together with machining times, and the 
machine loading chart indicates the current availability of 
machine capacity. From these two sources of information 
it is possible to determine the timing of issues to the shop 
floor so as to ensure that a balanced flow of accepted 
finished components will be forthcoming for assembly in 
due course. 

Thereafter, quantity control is based upon up-to-date 
records of components available at each stage after in- 
spection, and the normal minimum and maximum stock 
level method is appropriate. The minimum or “danger” 
level is fixed at such a point as to ensure that when it is 
reached the stock in hand will be sufficient to maintain 
continuous production until further supplies can be 
obtained from the previous stage. This is usually a simple 
calculation, because the standard operational time for 
each stage is fixed by the process layout. The maximum 
level is arranged to avoid excess investment, and is deter- 
mined in relation to the rate of turnover provided for in 
the budget. 

In the event of stocks of components at various stages 
becoming out of balance, remedial action is taken to make 
up shortages by bringing more machines into use to 
relieve bottleneck operations, by working overtime, or if 
necessary by sub-contracting work elsewhere. Surplus 
production at any stage is rectified by restricting the 
output of the stage concerned by transferring machines 
and/or operators to other work, or, in extreme cases, by 
working short time. 


Economic Production Quantities 

In the interests of efficiency and economy, components 
must be made in suitable numbers. On continuous line 
production the problem is comparatively simple, being 
merely to ensure that the quantities of raw materials 
fed into the first process from day to day are sufficient 
to provide ultimately the numbers required for the final 
assembly programme, and subsequently making regular 
checks on performance at each stage. 

The production of some items, however, is necessarily 
in batches. A single machine or plant installation may be 
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4% is the dividend allowed on shares — 
income tax paid by the society giving the 
gross equivalent of £6.10.7 per annum. 


£8,000,000 


£8,000,000 is the sum representing the assets 
of the Society. Reserves are— 


£400,000. 


LONDON 


BUILDING SOCIETY 


Member of the Building 
Societies Association 


Write ‘phone or call now and learn more about the personal 
service established in the City of London for nearly a 


Deposits in the Society are Trustee Investments 


34 LONDON WALL, £.0.2 + MONarch 2525/6/7 


FOR TRUSTEES 


AND INVESTMENT ADVISERS 


guide 
Unit Trusts 


The Directory of Unit Trusts 
published for the first time by the 
ASSOCIATION OF UNIT TRUST MANAGERS 
is an important and comprehensive 
work of reference. 

It contains a list of authorized 
Unit Trusts managed by Members 
of the Association and much general 
and detailed information about them 
including :- 


The Managers and the Trustees 
Investment policies 

Income payment dates 

High and low prices 1960 
Savings schemes 


* 
Send for your copy now. 


To The Secretary, The Association of Unit Trust Managers, 
306/308, Salisbury House, Finsbury Circus, London, E.C.2. 


Please send me post free the Directory of Unit Trusts 


published by your Association for which I enclose Postal 
Order for 2/6d. 
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ARE YOUR 
CLIENTS USING 
TAX RESERVE 
CERTIFICATES? 


Tax Reserve Certificates are a useful 
way of lessening the burden of lia- 
bility for Surtax, Profits Tax, Income 
Tax (except P.A.Y.E.) and Land Tax. 
They can be bought in large or small 
amounts as and when is most con- 
venient—and they earn taz-free 
interest. 


Tax Reserve Certificates are now 
available in £5 or multiples of that 
amount, and provided they are used 
in payment of tax they earn tax-free 
interest at the rate current at the 
date of issue. Over the past twelve 
months this rate varied between 24 
and 33%, the equivalent of £4. 1s. 8d. 
to £5. 6s. 1d. per cent, less income tax 
at 7s. 94. The higher the rate of tax 
paid the greater is the effective yield. 
Changes in the rate of interest are 
announced in the London Gazette. 


Most banks can provide detailed pros- 
pectuses and subscription forms. These 
can also be obtained from Inland 
Revenue Offices of H.M. Inspectors of 
Taxes and Collectors of Tazes or from the 
Bank of England, Loans Office, 2 Bank 
Buildings, London, E.C.2. 


TAX RESERVE | 
CERTIFICATES 
Act TODAY on your clients’ behalf 


ISSUED BY H.M. TREASURY 


CHARTE 


‘The advice 


of the City 
is freely 


available 


As an issuing house, The Charterhouse 
Finance Corporation, Limited deals 
with all problems of capital raising and 
reconstruction that may affect existing 
public companies and those considering 
a Stock Exchange quotation. As a 
member of The Charterhouse Group, 
it can make available the advice and 
range of services offered by its associated 
companies in the Group. 


HE 


30 ST. SWITHIN’S LANE, LONDON, E.C.4 


A MEMBER OF THE CHARTERHOUSE GROUP 


RHOUSE 
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capable of processing hundreds of articles per day, and 
the cost of setting up with the appropriate tools, fixtures 
or other equipment for work on any one particular com- 
ponent may be substantial. If so, it is not worth while to 
incur the expense of setting up for small numbers, and it is 
necessary to manufacture a large batch in one run, repre- 
senting perhaps several months’ supply, so as to spread 
the preparation charges over a large number of pieces. In 
deciding the size of the batch, account must also be taken 
of the operational time for the component concerned, 
the cost of storage until assembly, the budget rate of 
turnover, and the machine capacity required for other 
components handled on the same plant. In practice, thisis 
usually a matter for judgment by experienced persons, but 
it is possible from the basic data relating to all the factors 
involved to arrive at a mathematical formula indicating 
the batch size that will give the lowest unit cost. 


Value Control 

Values can be applied to the stock records for work in 
progress, but this is seldom considered worth while, 
because the system of works costing normally provides 
the up-to-date value of work in progress, giving details of 
sub-totals at appropriate stages as required. This in- 


- formation shows overall increases or decreases in value, 


and indicates where examination of the quantity records 
is necessary to ascertain the adjustments required to 
rectify the position. 

From the financial point of view, the measure of the 
efficiency of control is the rate of turnover. 


Responsibility for Control of Work in Progress 

Control is normally undertaken by the production con- 
trol department, which keeps the records and fixes the 
quantities and timing of material issues. The.department 
is also sometimes responsible for seeing that tools, 
gauges, jigs and fixtures are supplied on time, and for the 
management of the physical movement of components 
from stage to stage. These operations are conducted by 
progress chasers, who work on the shop floor, examining 
the records and checking the physical position from day 
to day, and co-operating with the production supervisors 
to ensure that the flow of work proceeds without inter- 
ruption. 


FINISHED PRODUCTS 

Purpose of Control 

The purpose of the control of stocks of finished products 
is to provide an adequate supply of goods to meet sales 
commitments as soon as possible, and as economically as 
possible, in relation to working capital and storage costs. 


Volume of Stocks 
The volume of stocks depends upon the nature of the 
product and the cycle of production. 

In businesses where work is put in hand only after 
receipt of a specific order from a customer, stocks of 
finished products are unnecessary. : 

Where goods are manufactured in anticipation of 
orders, however, some stockholding is essential to 


absorb the variations between the rate of production and 
the volume of sales if immediate delivery is to be offered 
to the buyer. Three main types of production cycles are 
involved: 
(i) Where production and sales are more or less con- 
tinuous; 
(ii) Where production is seasonal ; 
(iii) Where sales are seasonal. 
In businesses of the first type the day-to-day output can 
be arranged to correspond fairly closely with current 
orders, and only a small buffer stock need normally be 
kept. The classic example of seasonal production is 
agriculture, where the total output is determined by the 
acreage planted, crops are harvested once a year, and the 
stock of produce at the end of the harvest therefore has to 
meet the demands of the market over the next twelve 
months. The third type, where sales are seasonal, involves 
the gradual build-up of stocks over a long period to a 
maximum to meet the rush of demand when it occurs. 
Special considerations arise when a manufacturer not 
only sells a complete assembled product, but also under- 
takes subsequently to supply spare parts to customers for 
maintenance. Fast-moving spares can be dealt with in the 
normal course of production, but slow-moving items may 
have to be made in bulk lots at the time they are first 
manufactured, and held in stock for long periods awaiting 
disposal. In such circumstances, the sales forecast must 
make provision for all spares likely to be required until 
the main equipment concerned becomes obsolete. This is 
done by means of spares scalings. 


Location of Stocks 
The location of stocks of finished products depends upon 
the method of distribution. If sales are made direct to 
customers, the producer must hold the stock; if sales are 
organised through merchants or agents, stockholding is 
the wholesaler’s function; if at the end of the distribution 
line there is a retail activity, the object of the retailer is to 
maintain supplies for sale off the shelf wherever possible. 


Methods of Control 
It is therefore evident that there is no specific method for 
the control of finished product stocks which has a general 
application. It is, however, the normal practice to keep 
detailed quantity and value records, upon which control 
measures may be based according to the circumstances of 
the industry concerned. © 

Where stocks are too low the eventual result will be 
extended or rationed deliveries to customers, and this can 
be rectified only by increasing the rate of production. 

Where stocks are too high, it is necessary either to 
reduce output or to stimulate sales. Provided that the pro- 
duction processes are sufficiently flexible, it is possible to 
reduce the rate of output within reasonable limits to bring 
it into line with orders; alternatively, sales may be in- 
creased by more advertising or other promotion methods, 
or by adjusting prices. In industries based on continuous 
operation, it is possible that major reductions in activity 
can have such a serious effect on the manpower and plant 
facilities that sometimes large stocks of products are 
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down the output rate over a comparatively short period. 


Responsibility for Control of Finished Products 


Estate Planmanship 


By H. J. C. Scott 


ANCIENT EGYPT WOULD have found it hard to suppress a 
smile, if we imagine there being anything new in the act 
of “estate planning.” It is just the term itself that has 
that streamlined gimmick ring to it, making some of us 
wonder whether we have kept up with the times. 

I do not for one moment decry the very real benefits 
of sound estate planning or the sincerity or skills of those 
who seek to service it, yet perhaps this very service 
personnel will for this once forgive me for reviewing this 
subject in a semi-frivolous light. 

For instance, as I see it, estate planning is a fairly 
friendly game of mixed skill and chance for some two to 
eight players. I merely set this limit, since excessive num- 
bers tend to slow up play and make the scoring rather 
confusing. 

Estate Planning (E.P.) shares two similar features with 
the Christmas game “‘Monopoly”’, in that both are atten- 
uated and tend to bring out the true characteristics of the 
players. Although E.P. is sometimes played in smaller 
groups without stakes by way of mental exercise, this to 
my mind is apt to be as dull as playing bridge for love. 

One interesting feature of E.P. is that any one of the 
players can prolong play for almost any length of time 
that the others are prepared to put up with, but, as the 
banker nearly always loses the costs of the game, length 
of play has the factual time limit of the latter’s solvency. 

Those of us who have played Mah Jongg will know 
that it can be played with all kinds of sets, varying from 
card, bone or plastic pieces to ivory, inlaid with mother- 
of-pearl. In China many are quite content to use 144 
simple stones or oversize gravel in pavement play with 
an equal sense of enjoyment. 

Just as with Mah Jongg, so too there is an equal 
variation of kit for E.P. depending on the player’s own 
background. As a simple universal starter kit I might 
recommend the following: 

Mr. W. Ivan Linton’s review of the new traps set by the 

Estate Tax Act, 

C.C.H. “Succession Duties.” 
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allowed to accumulate, in spite of temporary trade re- 
cessions, to avoid the disruption and expense of slowing 


Day-to-day control in detail is usually arranged by liaison 


Reproduced, by permission, from Canadian Tax Journal, 
March-April, 1961. 
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between the production control department and the stores 
department responsible for warehousing, but the overall 
management of finished product stocks is more a question 
of policy than of mechanics, and is a matter for decision 
by general management advised by the finance, sales and 
production departments. 


8 half-inch screws. 

1 Medical Dictionary (Swedish or lesser known language 
preferred). 

A book on Income Tax (keep this in plain cover, if pub- 
lished earlier than 1960). 

Canadian Master Tax Guide translator for use with Income 
Tax Book. 

1 desk size electronic air purifier. 

Membership in the Canadian Tax Foundation. 

Chalk Board Paint. 

1 elderly box Brownie camera with fast 320 A.S.A. Japanese 
film. 

1 box of white Kindergarten chalk. 

1 client to act as banker. 

A stout piece of Masonite (6 ft. x 5 ft. approx.). 


The fact that at the most only ‘a couple or so of laymen 
can participate in any one E.P. game prevents it from 
becoming a universal recreation such as chess. Moreover, 
E.P. players have generally to include one or more of the 
following: an actuary, a life underwriter, a trust company 
estate officer, a chartered accountant, a desk lawyer or an 
estate consultant. 

The players should at least keep up the bold pretence 
of functioning as a closely knit team, but it should be 
noted that the estate officer and chartered accountant 
are sometimes disinclined to play on the same team with- 
out some coaxing on the part of the banker, whose 
solvency is a “‘must” for the purpose. 

The banker is of course the client already mentioned 
in the starter kit, and it is up to some member of the 
team to locate him at the outset. The member success- 
fully introducing the client banker will have a good 
head start on the others, especially if play takes place in 
that member’s office. 

From here on the method of play varies as between 
each player and his own background or calling. 


The Players 
Let us examine some of these typical E.P. players. 
The Actuary. No one quite knows why he chooses to 
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play at all, as he introduces so much that the others 
consider irrelevant. Seldom silent, his understanding of 
taxation statutes presents a slant of vision hitherto 
undreamt of by the other players. 

The actuary commands respect, if only by his ability 
to supply, from his head, solutions to mathematical 
problems some ten minutes ahead even of the accountant. 
The latter always seems to leave his electronic computer 
back at his own office. 

The Life Underwriter. This gentleman has ultra-rapid 
speech delivery in a strange tongue and jargon of his 
own, which he is never patronising enough to translate. 
Bearing in mind that it is not unexpected of him that he 
sell life insurance, the objectively ethical front he presents 
and his insistence on harmonious team work is a lesson 
to us all. 

Among his everyday working kit are to be found those 
neat-looking transparent containers to fit each policy he 
handles. His luxury kit sometimes includes a handsome 
leather-type case to hold all of the client’s policies 
including his rivals’. Attention here to detail goes so far 
as to surround the surface only of the case with a stout 
leather strap and buckle, built to withstand any life 
expectancy, but capable of being undone rapidly on 
sudden demise by a simple yet efficient press stud 
movement. 

The Trust Company Estate Officer. Living as he does 
in a somewhat overheated marble hall (of the type now 
only just beginning to be sought after by certain pro- 
gressive firms of lawyers), he often forgets how the others 
live, if he is to be judged by his “‘baht t’at,”’ “baht t’coat””? 
appearance at some E.P. conference. 

Like the life underwriter, he too is in a business, but 
one that must support each column of his marble hall. 
His magnetic personality has the suction.power of a 
vacuum cleaner, to the envy and dismay of the accountant 
and lawyer. 

While he can seldom overcome this natural magnetism 
with any degree of success (and there seems no reason 
why he should try), he plays a very fair E.P. game and his 
rugged constitution and immortality enhance the great 
deal he already has to contribute. He should be treated 
with the sort of respect that is due nowadays to any 
atomic nation, but if one were to be unfair to him one 
might say that his Achilles Heel lies sometimes in his 
own overhead. 

The Chartered Accountant. The term “chartered” can, 
it seems, have substituted nomenclature without detrac- 
tion from that professional integrity which is both his 
natural feature and handicap in E.P. play. Nature has 
also endowed him with a mind that thinks in terms of 
columns and columns, not of course of marble but of 
figures. These are linked together by a junction box 
registering at will a plus or minus sign, which can illustrate 
or subtract from illustration anything he wishes. 

Among his E.P. special kit are often to be found bottle 
bottomed type eye-glasses, whose use is due to April 
smoke from midnight oil. Eye appeal on the other hand is 


1 Ask any Yorkshireman. 
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presented by those Baby Doll length cardboard covers of 
his, in which he houses his truthful audit statements. 
These also contain both normal and pull-out pages, 
variously termed Appendices, Exhibits and Summaries 
in multitudinous figures, completely unrelieved by any 
signpost wording. 

Again, there is his pencil, so unused and sharp in its 
appearance that one might almost suspect it of being the 
rubber lead variety from some Trick and Joke store. 
With this in hand he will from time to time flick out 
some pull-out extension page from its cover, pointing 
rapidly at some mid-column figure with an expression of 
tightly controlled patience. This ploy confounds most 
E.P. players, but is never used in the presence of the 
actuary. 

The Desk Lawyer. Naturally suspicious by nature, he 
usually has to be inveigled into E.P. playing at all and, 
when he does, his inclination is to regard it as a prelude 
to a negligence suit or criticism of some flowery will, 
drafted by him at great pride and length in his own fair 
hand. The fact that the overhead cost of the will greatly 
exceeded the bill that even he dared to render to his client 
makes him a little edgy. Nor is this mollified by the fact 
that the client views his mathematical inefficiency as a 
direct reflection upon his legal skill and is veering towards 
a change from him as to executorship. 

As soon as the life underwriter has gone, the other 
players look to the lawyer for guidance as to the meaning 
of the insurance policies, left behind for scrutiny, and 
even the lawyer is baffled by his inability to understand 
their meaning. This, as the underwriter knows, is small 
wonder, since the policies, though mainly written in the 
English language, have been drafted in the U.S. Middle 
West. 

Formerly master and sole player at E.P., the lawyer 
has seen his empire crumbling into a commonwealth of 
new and vigorous “national” entities. The dusty 
Dickensian offices, that were once the hallmark of his 
profession, he now sees placed in jeopardy by his younger 
colleagues’ yearnings for marbled chrome. 

He is now the underdog in any E.P. game, but happily 
still the amanuensis by which his fellow players must 
accomplish their varied ends. But distinguish him, 
please, from his corporate legal brother, now in process 
of evolving for propulsion in his new environment the 
wings and webbed feet of his accounting cousin. 

The Estate Consultant. Rather difficult to place is this 
gentleman, unless he happens to be a life underwriter. 
Professional etiquette prevents him, I believe, from 
belonging in that true form to the accounting or legal 
professions. He might perhaps at some time or other in 
his career have taken some bar examination or a course 
or two in accountancy and commercial law, but, at all 
events, his urbane acquaintance with the related fields of 
these subjects, to say nothing of psychology, estate 
surgery, insurance and business acumen, make him some- 
thing of an exciting mystery player. The greater the estate 
consultant’s skill, the more determined are usually the 
other players to win. 

The Client and Banker. Without him E.P. would be like 
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planning to build a snowman in June. The more substance 
behind the client the better for that substance and the 
substance of the other players. Neutrality on his part 
makes for a fairer E.P. game, since ganging up on his 
part with any one player can make almost insuperable 
difficulties for the other players, if unversed in the arts of 
Estate Planmanship. 

It will be seen from the foregoing that E.P. play with- 
out preliminary training in Estate Planmanship can be 
suicidal on office overhead. Armed, however, with the 
starter kit and study of this article, a good deal can be 
accomplished even by a relatively inexperienced player. 

His first task should be to study the identity and back- 
ground of his fellow players. Aside from the client, none 
of them is likely to be a medical man. Here then it is 
useful to mug up a few straightforward technical terms 
of surgery, since E.P. is so often just that. If your surgical 
terms are too straightforward, translate them into, say, 
Swedish latinised form, but be fair about it and give just 
one brief key translation to the others at the outset. The 
others will soon be lost in your new jargon, and such a 
step can easily divert play directly onto your own home 
field. 


The Starter Kit 

Now as to the Starter Kit. In England do-it-yourself kits 
are basically elementary, even to the point of suggesting 
that a hole can be bored in wood with a red-hot poker. 
There the disappearing feudal system has left few tool- 
boxes in the hands of the upper-lower-middle-class 
testator. Here in North America we have no such feudal 
residues, and instruction books are designed mainly to 
establish complete ascendancy over the reader—which 
is the easier course for me now to follow. 

Personally I would suggest that someone is hired to 
put up that blackboard, when the white chalks will 
enable, many to fill a lifelong frustration. For initial 
practice I would suggest gentle blackboard work-outs 
with happy family pedigrees. Then one can really 
appreciate how few others than a Terence Sheard know 
how to use the E.P. expressions per capita and stirpes 
correctly enough to avoid intestacy. 

In my choice of camera and film I have been guilty of 
a gentle deception for your benefit. The nominal purpose 
is of course to record the blackboard illustrations in 
permanent form. However, when you take the first film 
to your dealer for processing and you advise him what he 
is in for, he will recommend you purchase at office expense 
a Polaroid Electric Eye Camera. With ten-second finished 
results you will have such fun at home that it will 
probably justify your patience in reading this article as 
far as you have. 

Finally the electronic air purifier. This, though 
optional, will soon be found to be’a necessity, since, 
except in the case of possibly the life underwriter, E.P. 
tends to increase smoking among the players and it is 
not unknown for the client to save his daily cigar until 
meetings are in play. 

No player should underestimate the value of the 
services his fellow players have to offer, which are prob- 
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ably the equal in their own way with his own. Immense 
patience and a strong personality can stand a player in 
good stead in ensuring that as regards any overlap field 
between them all, things are done his way. Indeed, it is 
only on overlap field that the arts of estate planmanship 
can be practised without dishonour. 


The Services 
A word now as to these individual services. 

The Actuary. I must confess to some ignorance as to his 
precise capabilities, but you will find that he can take in 
Section 4 (2) of the Estate Tax Act (dealing with annuities 
as consideration) in one easy reading stride. His place in 
death taxation is well illustrated by the Deputy Controller 
of Death Duties’ recent article? on the work of the U.K. 
Estate Duty Office. Anyone using trust-breaking as an 
E.P. ploy will be well advised to pay careful heed to the 
actuary’s counsels. 

The Life Underwriter. It is he and he alone who can 
advise on the appropriate type of policy available for 
estate planning, of which I might here just mention a few. 
. To replace earning power. 

. To accelerate distribution of the estate residue, where 

there is an intervening annuity provision. 

. Asan egg in the basket of the will or inter-vivos trust fund 

portfolio. 

. As collateral for liabilities. 

As an easy exit from a dying partnership. 

. As a ready fund for death-tax payment. 

As term insurance to cover a difficult and risky period. 

As a fund for the children’s education and general 

advancement. 

. As a fund for redemption of preference shares in a pri- 
vate company. 

The life underwriter has little to fear from the others, 
except where insurance is a second-best alternative 
remedy. However, no game worth playing is devoid of 
hazards, and this one prevents his falling asleep in play. 

The Trust Company Estate Officer. Probably the most 
powerful player in the game. He has at call in his own or 
at head office excellent investment advisers, a real estate 
department and anything and everything he could 
possibly need for E.P. play. Yet he must always underplay 
his natural ability, since undue efficiency can frequently 
lead to his transfer from somewhere like Victoria to, say, 
Toronto. The fact that he never dies is said to counter- 
weight any inconvenience caused by such a transfer. 

“If he were not on the scene, it is doubtful whether the 
office machinery of the other players could handle the 
many profitable and unprofitable executor trusteeships 
that he is able to consume. None but he can handle with 
such neutral dexterity that problem of the disunited 
family, especially if he has seen to it that he is given proper 
delegatory powers. 

An interesting hazard from his point of view are the 
new Estate Tax Act exemptions which now give rise to 
cases where the appointment of friends or members of 
the family—tet us call them “amateur executors” rather 
than professional executors—can effect a considerable 
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saving in administrative expense. 

For example, if a client’s estate qualifies for large 
exemptions under the new Act and his wife has a greater 
sense of thrift and duty than charm, beauty or assets of 
her own, that client can now with wisdom sometimes 
leave a $100,000 estate outright to her, appointing her his 
executrix in the first degree. This is another example of 
the overlap field, the solution to which is often found in 
what President Kennedy might call old-fashioned 
diplomacy. 

While the lawyer may once have been the sole E.P. 
player in the executorship field and could with the assis- 
tance of the other players still efficiently handle any large 
estate, the number of such estates he could handle at any 
one time is nevertheless affected by his other legal work. 

Few professional men seem to complain of idleness, 
and the estate officer can be a very welcome player and 
companion. 

The Chartered Accountant. Having been once privileged 
to be the invited guest, aboard a short steamer cruise with 
many hundreds of his kind, I was perhaps more surprised 
than I should have been by the human warmth of their 
recreational motions. However, it is the accountant in 
E.P. play with whom I am concerned, and he is perhaps 
more sui generis* than the others. His very participation 
in the play lends it enhanced respectability. Play without 
his presence is as difficult in some respects as drilling a 
cavity in one’s next door child’s tooth, and should not 
be attempted where the going is at all rough. 

Held closely by the hand by the lawyer, the chartered 
accountant makes an excellent executor, and distribution 
delays are often at a minimum. I am inclined to couple 
him closely with the corporation lawyer, both of whom are 
strangers to the common herd but in a friendly yet aloof 
fashion. 

The Estate Consultant. Of him I really know very little, 
but one can be indebted to him for going through wills 
drawn for clients long before E.P. began to enjoy such a 
vogue. Fault can seldom be found with his estate 
analyses, but his recommended solutions car at times 
present interesting material for debate. Without him the 
expression “residuary estate’’ would often have little 
tangible meaning. 

The Desk Lawyer. His kind subdivides into two: 

(a) The Corporation Lawyer. 

Usually to be found in the larger law firm. His pro- 
pensity for helpful mischief knows no bounds. Where 
once the client owned and sailed his own business with 
fearless knowledge and efficiency, he now finds himself 
a corporate vessel. He must turn to the corporation 
lawyer or accountant for guidance on such dangers to 
mariners as corporate returns, annual returns, minutes, 
earned and designated surplus. No longer does his little 
ship alter course at the light touch of his own hand on the 
helm. There must always be a pilot aboard, yet his 
remains the responsibility at all times as master. Indeed, 
his business ship is often deliberately frozen, and so 
effectively that the only basking he is likely to do is in 


* Not mentioned in Medical Dictionary. 
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the thought that, when his dreary life is at an end, at 
least some members of his family will enjoy some sun- 
shine. All this he knows is for his own taxation good, 
but he often sighs for the good old days when he alone 
knew what he was really doing. 

If you have ever left a small child in hospital for an 
operation you may appreciate the feelings of the cor- 
porate lawyer’s partner in handing over his client for this 
nautical surgery. 

(5) The Simple Desk Lawyer. 

Aside from being the amanuensis of his fellow E.P. 
players, a little E.P. movement on his own is still allowed 
him. He can play at will in the field of Joint Property, 
which the others rather dislike, and is quite free to branch 
out on his own on a little demolition in the form of trust 
breaking. Again, if he has ever time to think, he can work 
out a simple gift programme for a client and, if really 
pushed around, can hammer out an inter-vivos trust. As 
no one really seems to know the tax results of inter-vivos 
trusts, he is usually free from criticism if anything goes 
slightly tax askew. 

As one can see, he is something of an “also ran.”’ The 
others expect him to draw the will implementing their 
plans. He well knows what should be in the will to afford 
it sufficient flexibility to carry out the client’s intentions 
over a couple of decades, but there is the baffling econo- 
mic aspect. 

(a) The client usually wants something very short on one 


page. 

(6) He also wants it in simple everyday language. 

(c) He wants to pay something less than office overhead for 

its preparation. 

I understand that in Quebec, unless the will contains 
some elaborate ambiguities, he is unlikely to see the client 
again in that connection, but the rules for estate plan- 
manship in that province are likely to be more sophistica- 
ted than as here described. 

Be that as it may, no article on estate planmanship 
would be complete without some hints on how equality 
with the others may be achieved. 

One such suggestion is that any article accepted for 
this Journal automatically qualifies an E.P. player for 
general inclusion in its list of otherwise distinguished tax 
authors. 

Another suggestion, if it is not the complete answer, 
lies in the field of trust taxation law—a field I believe to 
be still untouched by one of those thorough researches 
that is always under way by the Canadian Tax Founda- 
tion. Perhaps this is as well, since (apart from pure 
corporation illness demanding corporate surgery) there 
is probably little in the way of tax saving that cannot’ be 
accomplished to perfection point by resort to a close study 
of the taxation of trusts. 

If any loopholes exist in such taxation, I am quite sure 
that Mrs. McGregor of the Foundation Staff would not 
expect me to focus undue attention on them here. Indeed, 
this article is long enough and its subject indiscreet 
enough already. That reminds me to add the final gambit 
that all references herein to E.P. players are as fictitious 
as they are probably exaggerated. 
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Accountant at Large 


Holidays 


WE DO NOT discuss as much as we 
used to the years ahead in which 
hours of work get less, and leisure 
becomes an obsessive problem. Auto- 
mation is with us now, but so far 
from removing the burden of work 
from us, it seems to be hard put to 
keep pace with demand, and shortage 
of manpower is, so far, more of a 
headache than anyone could have 
expected in those distant days when 
we toyed with the thought of working 
lightly for one or two days a week. 

It is odd, when one comes to 
think of it, how much time we spend 
accusing each other, group by group, 
of idleness, and how little attention 
we give, group by group, to the actual 
leisure we enjoy. Some managers, and 
many ladies looking through their 
front windows at council employees 
taking the road up, suggest that the 
wage-earner has more tea-time than 
work-time. The wage-earner, con- 
trariwise, scowls at the boss coming 
back from lunch at half-past three. 
We are never short of grounds for 
misunderstanding. But leisure is less 
controversial. We seldom hear of any 
section of the community agitating 
for longer holidays, and although 
some schoolboys heave a sigh as they 
exchange thirteen weeks of school 
holiday for their initial fortnight in 
business, the sadness lasts for a very 
short time indeed. 

No sweeping generalisation is 
possible, of course. Saturday morn- 
ings make all the difference to the 
weekends, and those office employ- 
ments that are still tied to a five and 
a half day week report particular 
recruiting difficulties. But the short 
weekly holiday seems to be of much 
more general interest than the longer 
periodical break. Schoolteachers are 
accustomed to caustic comment 
from their neighbours in other 
professions, but the length of ‘their 
holidays does not seem to help 
recruiting. The universities go largely 
free from popular censure in this 
matter of vacations; so does the law. 
In the more restricted range of 


business holidays there is little or no 


with Pay 


comment on the top executive’s six 
or seven weeks from the junior 
executives accepting still their three. 
One is driven to wonder whether 
most of us really want our holidays 
at all. 


In answer to this kind of question 
men have been known to say, “‘Well, 
what can I do with more holiday 
when I can’t afford to go away?”— 
and, lamentable though this attitude 
may seem to others with a crowded 
life of outside interests, it is probably 
a fairly typical reaction of all that 
largish section of the population 
that finds home tiresome after forty- 
eight hours. The family gets under 
their feet, the garden provides only 
limited occupation, one can’t play 
golf indefinitely: the office on Mon- 
day, no matter what conventional 
grumbles are produced, has a wel- 
coming look about it. 


For of course one’s interest in 
long holidays depends almost en- 
tirely on what one likes doing with 
one’s leisure. The whole idea of 
annual holidays is still very new; our 
grandparents regarded it with con- 
siderable scepticism. It is a mere 
ninety years this month since Whit- 
sun, 1871, saw the first Bank Holiday 
(and Bank Holidays, being short 
holidays, were wildly popular from 
the start). It takes a lot more than 
two generations for mankind to 
learn new habits, and holidays are 
so much a matter of habit. Until 
this century we were divided into the 
leisured classes and the rest. Now 
there are no leisured classes, and we 
all have leisure. 


In a world in which, if our premises 
are sound, leisure is not really a 
popular commodity, it is ironic that 
it should have a cash value for some 
sections of the community: actual, 
for those who earn money in it, 
notional for those who, doing it 
themselves, economise in it. We all 
know people who carry on in their 
spare time as private enterprise the 
work they do for others on work 
days: they may be painters and 


decorators working on the side and 
earning reproof from their em- 
ployers’ organisations, they may be 
architects’ assistants doing the odd 
surveys for friends, for fewer guineas 
than would be charged by their 
masters. They may even be young 
accountants, auditing this or that 
small organisation’s books. Their 
less energetic friends may mildly 


-envy them the extra jam they earn 


for their bread and butter: may 
mildly contemn, from the very Eng- 
lish attitude that suspects the eager 
beaver. But in one particular set of 
circumstances their number is multi- 
plied substantially in every walk of 
life—teaching the younger members 
of the calling. Stand up the man who 
has never taught in evening class, nor 
marked correspondence course 
papers. No one? Exactly! 

The pocket-money earners seldom 
find leisure hanging heavy on their 
hands. Nor, of course, do the 
hobbyists. Stamp collecting, photo- 
graphy, running clubs and societies, 
painting, drawing, writing—any 
hobby worth the name can absorb 
leisure with sponge-like facility. It 
may sometimes produce pocket- 
money too; there are plenty of 
correspondence courses which pur- 
port to make your spare time profit- 
able—and do-it-yourself is for many 
an absorbing hobby. But money is 
not the first consideration for the 
hobbyist when he looks wistfully at 
the longer holidays of other men. 

Indeed, in so doing he marks : 
himself a happy man. It is the ulti- 
mate irony of the whole matter that 
we are so convinced that Adam was 
cursed. There is no pressure any- 
where for more leisure. The shorter 
working week is at once topped up 
with more overtime; more than the 
basic fortnight as annual holiday, or 
even the basic week, can be an 
embarrassment. But nobody will 
happily admit that he enjoys work 
more than he enjoys the absence of 
it; and the man who works his fingers 
to the bone at his spare-time interest 
protests that that is different. There 
is a whole philosophy lesson in the 
word “pastime.” Time is a thing to 
be passed, and there are not all that 
number. of people yet who have the 
knack of it. . : 
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A summary of the oral evidence given to the Jenkins Committee 
on behalf of the English and Scottish Institutes of Chartered 
Accountants and the Federation of British Industries. 


Company Law Evidence 


THE INSTITUTE OF Chartered Accountants 
in England and Wales was represented 
before the Company Law Committee on 
the eighteenth day by Mr. Henry Ben- 
son, F.C.A., Chairman of the Institute’s 
Parliamentary and Law Committee, Sir 
Thomas Robson, F.C.A.,a past-President, 
Mr. P. F. Granger, F.C.A., Vice-Presi- 
dent, and Mr. F. M. Wilkinson, F.c.A., 
Deputy Secretary. They submitted that 
turnover should be disclosed unless the 
directors consider that disclosure would 
be likely to be misleading or harmful 
. to the company. If it was necessary to 
choose between compulsory disclosure 
and none, there should be no compul- 
sion. On capital and revenue reserves, the 
committee raised the question whether 
there should be two classes of reserve. If 
the law was clarified, so as to make clear 
what is legally distributable and what is 
not, that would create two forms of 
capital reserve. The existing definition of 
a capital reserve would then require 
modification. Alternatively there might 
be no need for definition in the Act. 

On depreciation, the Institute repre- 
sentatives made it clear that where the 
Eighth Schedule referred to depreciation 
it meant depreciation on the basis of 
balance sheet values, and not on the 
basis of hypothetical figures of repiace- 
ment values. Nothing would be gained 
by showing whether a company was 
operating on a straight line or reducing 
balance basis. In a well established busi- 
ness where the volume of capital ex- 
penditure was fairly regular, the dif- 
ference in effect upon the profit and loss 
account between the two methods was 
not very great. 

Sir Thomas Robson stated that the 
Institute was generally opposed to the 
suggestion that the full amount of 
auditors’ remuneration should be stated 
in consolidated accounts. There were 
difficulties in the case of oversea com- 


panies, and it might be construed that 
the whole of the sum had been paid to 
the auditors of the holding company. 
This was both misleading and somewhat 
embarrassing. 

Sir Thomas said that, in view of the 
apparent conflict of legal decisions on 
the treatment of revenue losses, the law 
should be amended to remove the diffi- 
culty. Another possible approach was 
that, where losses were sustained which 
encroached upon capital, capital should 
be treated as reduced without the need 
for recourse to the courts. From a prac- 
tical point of view, whether one went to 
the court or not, the assets had already 
been depleted. 

It was reported that the Board of 
Trade had found as a result of a sample 
enquiry that something like 90 per cent. 
of exempt private companies had 
auditors qualified under Section 161. 

Paragraph 202 of the Institute’s 
memorandum stated that there was a 
difference of opinion amongst the Coun- 
cil regarding the proviso that the auditor 
of an exempt private company may be a 
person who is a partner of an officer or 
servant of the company. But even those 
who disagreed with the present position 
admitted there had been no evidence of 
abuse. The question of independence 
had been pressed so far in the United 
States of America that the auditor of a 
company whose shares were quoted on 
the stock exchange was not even per- 
mitted to hold any of its shares. 

On the difficult question of share 
premium account and its related prob- 
lem of pre-acquisition profits, the Coun- 
cil’s view was that, while the share 
premium account should be regarded as 
being in the nature of contributed 
capital, there were circumstances in 
which the directors ought to be able to 
reduce capital by writing down the share 
premium account without the prior 


consent of the court. 

The Institute also submitted that it 
should be lawful to reduce the share 
premium account to eliminate from the 
accounts of the company and/or its 
group accounts the amount of the good- 
will item which would otherwise be 
included as a result of an acquisition, in 
exchange for an issue of shares to which 
the premium related, of a business or 
goodwill or of interests in a subsidiary. 
Several points had been advanced 
against this proposition. Firstly, that the 
meaning of goodwill was not clear. 
Secondly, that as a matter of general 
principle, all assets, including goodwill, 
should be carried in the balance sheet at 
their full value, that is, their cost less 
depreciation or amortisation out of 
profits. Only by doing this could the full 
capital employed by the business be 
disclosed so that earnings could be 
related to that capital and the achieve- 
ments of managements properly judged. 
Was it right, it was asked, that the 
Board of directors should be able to buy 
a new company (admittedly by issuing 
their own shares) at a very high price 
and then straightaway write it down? 
Sir Thomas Robson said that there was a 
very strong difference of opinion. Whilst 
some companies held the view expressed 
others maintained equally strongly that 
the sooner they could eliminate an item 
of goodwill from their balance sheet, the 
healthier it would be. The principle of 
amortising goodwill was, he believed, 
generally accepted in the United States. 
The Institute’s opinion was that it would 
be best for the matter to remain 
flexible. 

The view was then expressed by the 
Institute representatives that, while 
pre-acquisition profits should not nor- 
mally be regarded as available for 
revenue purposes from the standpoint of 
the holding company, there were cir- 
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cumstances in which it was appropriate 
to depart from this general principle. 
It was difficult to determine who should 
be responsible for authorising the de- 
parture, but there was an earlier and 
even more difficult problem: that of 
defining the circumstances in which it 
was appropriate to depart from the 
principle and how those responsible 
would recognise the circumstances when 
they saw them. This was a subject on 
which the Council would no doubt wish 
to make recommendations in due course, 
but there were certain factors which 
were important. There must be, wholly 
or to a material extent, an issue of 
shares. A substantial proportion of the 
shareholders of the acquired company 
should become, or should have the right 
to become, shareholders of the acquiring 
company. There should normally be 
some common interest between the 
groups. A merger implied some con- 
tinuity of management. Lastly, there 
should normally be prior discussion, 
though not necessarily prior agreement, 
between the Boards of the companies. 
Size, it was considered, had little to do 
with the matter. 

The point had been made to the Com- 
mittee that although, when such mergers 
took place, directors on both sides were 
very anxious to see that pre-acquisition 
profits were not frozen, they were in 
fact very seldom employed. Sir Thomas 
Robson said that he knew of no case 
where they had been used, but he could 
think of one where there was an inten- 
tion to use them for perfectly proper 
purposes but after seeking legal advice 
the directors had dropped the plan. 


The Federation of British Industries 

Representatives of the Federation of 
British Industries expressed themselves 
in favour of the retention of the exempt 
private company. The administrative 
difficulty of causing such companies to 
lodge their accounts—250,000 sets of 
properly audited accounts—struck them 
as very great indeed. A very large num- 
ber of companies had not got, and need 
not have, they suggested, fully audited 
accounts, as long as their accounts were 
accepted by the Inland Revenue. To 
which Professor Gower replied: ““What 
you are saying is that at the moment 
exempt private companies do not com- 
ply with the law; because they have to 
prepare profit and loss accounts, they 
have to be audited, they have to be sent 
to the members prior to the annual 
general meeting, which has to be held 
once in every year at intervals of not 
more than fifteen months; and what you 
are saying is that they do not do it.”’ Sir 
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Nutcombe Hume, the Chairman of the 
company law committee of the Federa- 
tion of British Industries, agreed that 
that was his opinion, and Professor 
Gower added: “They ought to do it, 
and is there not something to be said for 
making sure they do it?” 


The Institute of Chartered Accountants of 
Scotland 

On the seventeenth day the Committee 
heard the representatives of the Institute 
of Chartered Accountants of Scotland. 
On the functions of a balance sheet, Mr. 
Lister, the immediate past-President of 
the Scottish Institute, suggested that 
anyone studying a balance sheet was 
concerned not merely to know what the 
assets cost but to form a view as to their 
value. The ideal arrangement would be 
to revalue the fixed assets at intervals. 
Any such valuation should have regard 
to the going concern values, which 
would normally be related to written 
down .replacement cost, rather than to 
values realisable on liquidation. It could 
be objected that revaluation might mis- 
lead as to values obtainable on a 
liquidation, and it was recognised that, 
whilst revaluation at intervals might be 
a desirable aim, it was probably not 
fully attainable. Nor did they suggest 
that it should be compulsory. 

A great deal of the difficulty arose 
from the very exceptional degree of in- 
flation that took place during the war 
and early post-war years. In times of 
stable prices the tendency of costs of 
construction of plant and equipment 
might—bearing in mind technical im- 
provements which were going on all the 
time—be downwards. 

The representatives were then ex- 
amined upon their alternative sugges- 
tion, which was that, if there was no 
revaluation, figures should be given 
separately of the costs of items which 
were more than fifteen years old, this 
period being chosen to give a rough idea 
of what expenditure was recent. 

The suggestion made by the English 
Institute that, although share premiums 
should continue to be regarded as capital, 
nevertheless the rules should be amended 
so as to allow the use of the share pre- 
mium account for a wider range of pur- 
poses, was thenconsidered. In particular, 
there was discussed the suggestion that, 
where shares were issued at a premium 
in exchange for those in another com- 
pany, the share premium account could 
be used so as to eliminate the goodwill 
element. Mr. Lister said he did not think 
he favoured this. On an amalgamation 
or an acquisition the price paid was, he 


suggested, ascertainable, exactly if it was 
in cash, or approximately if it was in 
shares at a premium. The question 
whether tangible. or intangible assets 
were acquired was not material. 

He went a long way towards accept- 
ing the recommendation made by the 
English Institute that companies should 
describe in some detail the method em- 
ployed in valuing stock, though he did 
not regard the mere adoption of a con- 
sistent basis from year to year as suffi- 
cient to produce a fair statement of 
profits. It would not be easy to overcome 
the difficulty by regulation, but the prob- 
lem should be concentrated upon. It was 
common ground that the trend of profits 
was influenced by the inclusion or other- 
wise of overheads. 

On the recent English Institute recom- 
mendation that information should be 
disclosed on pension fund arrangements, 
Mr. Lister expressed an adverse personal 
view, despite the American S.E.C.’s in- 
sistence upon disclosure. 

The committee asked whether further 
information ought to be supplied re- 
garding investments in associated com- 
panies, or substantial trade investments. 
The Scottish Institute favoured the dis- 
closure of the asset position and the 
giving of details of capital and revenue 
reserves. Under this system earnings 
would be indicated, though a little 
obliquely, and it had the merit of re- 
quiring the disclosure of one item fewer. 

The future tax item might be either a 
reserve or a provision, according to the 
circumstances. The usual method of 
showing it as neither, but as a separate 
item below the capital and reserves, was 
therefore probably as good as any. Some- 
thing might be done to prevent a future 
tax reserve becoming frozen as a capital 
reserve in the case of an amalgamation, 
when it might more realistically be 
treated as a liability. 

In America the practice is to disclose 
particulars of long-term rental agree- 
ments, or to summarise them, probably 
on the ground that they represent, in 
some cases, a heavy liability, and one 
regarding which shareholders should be 
fully informed. Only by providing such 
information, the Americans believe, is it 
possible to arrive at the value of the 
assets employed in the business. The 
Committee agreed that this was not the 
general view in this country at present, 
but asked whether it would not be very 
desirable. The Scottish Institute went 
further than that a mere indication of 
rentals paid ought to appear in the profit 
and loss account, and suggested better 
information on fixed overheads gener- 
ally. 


“4 
4 
> 
¢ 


GUARDIAN 


ASSURANCE COMPANY LIMITED 
ESTABLISHED 1821 


CURRENT RATE OF LIFE BONUS — 


PER CENT. PER ANNUM OF THE SUM ASSURED 
HEAD OFFICE 


68 KING WILLIAM STREET 
LONDON, E—.C.4. 


Tel. Mincing Lane 26665 


CPH/OGU/12 


| 


Minster Trust 


INVESTMENT BANKERS 
Management of INVESTMENT TRUSTS and PENSION FUNDS 
CAPITAL ISSUES ~ Placings and Market Introductions 

Underwriting of NEW ISSUES for Existing Companies 


FINANCE for DEVELOPMENT and Expansion 


MINSTER HOUSE 
ARTHUR STREET 
LONDON EC4 

Telephone: MiNcing Lane 7031 


‘ 
49 
\ 
i 
| 
. 
a 4 
= 
‘ 
. 
¥? ull Led 
——— 
~ 
iJ 


MANUAL ANALYSIS WITH 


Unqualified and junior staff produce proved 
results in half the time with the SwEDA, 


Incomplete records are always a headache, yet they 
are the life blood of many a practice, particularly 
in provincial areas. The routine task of detailed 
analysis ties up qualified staff for many valuable 
hours. With swepDa, the job can be done in half the 
time, providing full working paper information 
with 100% accuracy and fully proved results. 
Apart from this particular application many others 
including wages, petty cash, ledger balances and 
dividends can be done far quicker on the SWEDA. 
Available for outright purchase or on 
economical rental terms. Attach the coupon to 
your letterheading and post today for full details. 


Please let me have details of the SWEDA i 

Accountants Analysis Machine. | LONDON OFFICE MACHINES LTD. 

I Sweda House, 5 Lower Belgrave Street, London, SW1. 
I Telephone: SLOane 0407 (PBX) 


| Branches in principal centres 
throughout Great Britain. 


| 


xxii 
4 
4 
, f 
: 
analysis machine. 
SS 
A > 
Males! 


Taxation Danger Points—IV 


Importance of Appropriation in Taxation 


Appropriation of Capital Profits to Capital Dividends 
MANY READERS HAVE no doubt from time to time been 
asked about the distribution to shareholders of profits 
made on the sale of fixed assets. Certain matters which 
must be carefully considered are outlined below. 

The company may be under the control of five or 
fewer persons and, therefore, within the provisions of 
Sections 245 et seq. of the Income Tax Act, 1952, so that 
any distribution made in a manner which will result in 
the sum received not being taxable in-the hands of the 
recipient will cause the Special Commissioners to 
enquire whether a reasonable dividend has been paid. 
Since they may consider the position for accounting 
years before that in which the distribution is made, it is 
advisable before the distribution is made to obtain 
clearances for the six preceding years. The rate of 
dividend (if any) being paid by the company for the year 
in which the distribution occurs must be considered in 
the light of all the facts. The cash requirements of the 
company in order to maintain and develop its business; 
the reasonableness of the revenue profits retained; the 
reason for the capital profit arising; the proportion 
distributed of that profit; and the amount of that profit 
in relation to trading profits and the net assets of the 
business, are all relevant factors. 

Even though the Special Commissioners give a clear- 
ance for the year of distribution, it must not be forgotten 
that, if they can show the whole of the non-revenue 
profit is not a true capital profit, the amount received by 
the shareholders must be grossed up for tax purposes—for 
example, if a shareholder received £2,000 in cash, his 
income for tax purposes, while tax is 7s. 9d. in the £, 
would be £3,265 6s. 1d. 

The amount of a capital profit is limited to the excess 
of the sale price of the asset over its original cost. For 
example, if a building costing £60,000 and standing in 
the books at the date of sale at its written-down value of 
£40,000 were sold for £90,000, the capital profit would 
be £90,000-£60,000, that is, £30,000, the remaining 
£20,000 being excess depreciation written back. This 


The fourth article in a series written to remind 
readers of some pitfalls to be avoided when advising 
clients on taxation matters. 


follows from the decision in Stapley v. Read Bros. [1924] 
40 T.L.R. 442. The details of the case, which had nothing 
to do with taxation, were as follows. 

In 1918 the company wrote off the balance of goodwill 
account, which was then standing at £51,000, against 
reserve account, which had been built up out of profits. 
In 1921 and 1922 there were losses which resulted in 
there being at the end of the latter year a substantial 
debit balance on profit and loss account. In the following 
year a profit was made which was insufficient to clear the 
debit balance on profit and loss account, and the 
directors, therefore, proposed to re-debit goodwill 
account and credit profit and loss account so as to clear 
the debit balance and provide a sufficient sum to pay the 
dividends. On a shareholder applying for an injunction 
to restrain the directors from so acting, Mr. Justice 
Russell said: 

If they had retained goodwill as an asset in their balance 
sheet and if instead of writing off its value out of profits 
they had carried those profits to a goodwill depreciation 
reserve fund, they would have been at liberty at any time 
to distribute those profits. In my opinion, unless the situa- 
tion of the company or the law of the country prohibit it, 
the shareholders may, if they think fit, write back to profit 
and loss account so much of the depreciation written off 
goodwill as has proved to have been in excess of proper 
requirements. 

On the figures quoted above, it is clear that if the 
building were sold for more than its original cost, then 
no depreciation was necessary, and any that has been 
provided must have been in excess of proper require- 
ments. When advice is given on the amount of any 
distribution, therefore, this point will have to be borne 
in mind. 

It is advisable to word the resulting resolution so as 
to describe the exact fund (that is, the capital profit) out 
of which the payment is made. In one instance, a com- 
pany passed the following resolution: 

The directors of the company being of the opinion after 
due consideration and advice that the book values of the 
assets of the company are materially below their current 
realisable value hereby resolve to recommend to the share- 
holders the capital reserve of the company which has been 
created by realised capital profits in past years of which the 
proceeds are still retained in the company’s funds be applied 
in paying a capital dividend of £1 per share on the issued 
capital of the company. 
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In fact the amount standing to capital reserve was a 
“mixed”? amount. Part of the reserve had arisen as a 
result of transfers in respect of depreciation over- 
provided (ascertained when each asset was sold) and the 
remainder was the excess of the sale proceeds over 
original cost of assets compulsorily acquired. Initially it 
was claimed that the distribution must be treated as paid 
pro rata out of the two parts. 

The Special Commissioners relied on the case of 
R. O. Crawshay v. C.I.R. [1935] 19 T.C. 715 for their 
authority for dividing a fund and treating payments as 
made pro rata out of the parts of it—though, once again, 
that case had nothing to do with payments out of a 
capital reserve. The position was that the recipient and 
his three sisters were entitled to life interests in the 
residue of their father’s estate. Included in the invest- 
ments held by the trustees of the residue were British 
government stock which was not liable to tax if held by a 
non-resident, and foreign and colonial stocks chargeable 
under Schedules C and D from which tax had been 
deducted by the persons paying the income to the trustee. 
Their mother was entitled to a varying annuity before 
the recipient and the sisters received their income. The 
trustee had only one bank account and had not appro- 
priated any of the residuary investments to the payment 
of the widow’s annuity. The recipient claimed repayment 
of income tax on the grounds that he was resident 
abroad and that the amount of relief should be calculated 
on the assumption that the widow’s annuity was payable 
in the first instance out of the income from British invest- 
ments charged to income tax. The Commissioners of 
Inland Revenue were prepared to allow a repayment only 
on the assumption that the widow’s annuity should be 
treated as charged rateably against the whole income, 
and they won, solely because there had been no appro- 
priation. 

Representations were made pointing out that the only 
reason for the distribution was that some of the com- 
pany’s properties had been compulsorily acquired, and 
that the resolution had been considered by learned 
Counsel as appropriate and restrictive to the distribution 
of capital (that is, true capital) profits only. Furthermore, 
from the minutes of the company it was clear that the 
company had complied with the rules laid down in 
Lubbock v. British Bank of South America [1892] 2 Ch. 198 
relating to the distribution of capital profits, namely, that 
the articles of association must permit such distribution; 
that the surplus must be realised; and that such surplus 
must remain after a proper valuation of the whole of the 
assets has been fairly taken. 

The Special Commissioners finally accepted the con- 
tention that the distribution was one of capital profits 
only. It was clear, however, that if the resolution had 
stated the actual source of the profit no difficulties would 
have arisen. 


Payment of Trust Expenses out of Trust Income 
The importance of appropriation often arises in taxation. 
Another example is the payment of trust expenses out of 
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trust income where there is income liable to United 


Kingdom Tax and some not so liable. 


Illustration 
A non-resident British subject is the recipient of income 
from a United Kingdom trust estate as follows: 


Gross 
Amounts 
£ 
350 
1,050 


£1,400 


34 per cent. War Loan .. 
Equities .. Pe 


The trust has paid income tax on the War Loan interest. 

He has also an income abroad of £150. 

The trust expenses were £30 12s. 6d. (equivalent to £50 
gross with tax 7s. 9d. in the £). 

If the trustees do not appropriate the trust expenses, they 
will be deemed to be paid out of the War Loan interest and 
the income from equities rateably, which will prevent 
repayment of tax on 350/1,400ths of the War Loan interest, 
that is, on £12 10s., whereas appropriation to the income 
from equities will leave the whole of the tax on the £350 
repayable. 


Comparative liabilities: 
No 
Appropriation Appropriation 
£ £ £ 
Income liable in U.K. 1,050 1,050 
105 
Less: 140 x £50 38 50 
1,012 1,000 
Income not liable in U.K. 350 350 
35 
Less: 140 x £50 12 
338 
Income arising abroad 150 150 
— 488 — 500 
1,500 1,500 
1,012 1,000 
The taxpayer would be repaid: ~enaths —_— ths 
the fraction shown of his 1,500 1,500 
allowances and reduced 
rate reliefs, plus tax at 
the standard rate on £338 £350 


C.A.E.S.S. 


The Institute of Chartered Accountants in England and Wales 
has founded the 
Chartered Accountants Employees Superannuation Scheme 
to enable pensions to be provided for your staff. 
The opportunity now exists for all eligible firms, however 
small, to enjoy the advantages of a large superannuation 
scheme. 


Write to; The Scheme Secretaries 
8 Boston Avenue, Southend-on-Sea, Essex 
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Taxation Notes 


Sale of Copyrights 
An author or dramatist or any other 


person who sells the copyright in his 
work for a lump sum can be assessed 
to income tax only if he is carrying on 
a trade, profession or vocation and the 
amount in question is a receipt of the 
business. If the sale takes place after 
the cessation of the business but the 
proceeds would have been a business 
receipt if they had been received 
before the cessation, the proceeds 
will be taxable under Case VI of 
Schedule D (Section 32, Finance Act, 
1960), unless received before April 6, 
1960. 

Where a lump sum received for the 
sale of copyright falls to be included 
in the profits for a single year of 
assessment, and the author was 
engaged on the making of the work 
for a period of more than twelve 
months, he can claim to spread the 
payment as follows: 

(1) If the period over which he was 
engaged on the making of the work 
does not exceed twenty-four months, 
half the amount will be treated as 
received on the date it was actually 
received, the other half as if received 
twelve months earlier; 
(2) If the period was over twenty-four 
months, one-third of the amount will 
be treated as received on the date it 
was actually received, one-third as if 
received twelve months earlier, and 
the remaining third as if received 
twenty-four months earlier. 

The claim can be made at any 
time not later than six years from the 
end of the year of assessment in 
which the lump sum would be assess- 
able (Section 471, Income Tax Act, 
1952; paragraphs 1 (a) and 5, 
Schedule 6, Finance Act, 1958). 

Lump sums have been held not to 
be business receipts in a number of 
cases where the author was not 
carrying on business as such. Thus 
in Beare v. Carter [1940] 2 K.B. 187, 
an author of one book of which five 
editions had been published received 
a lump sum for granting a licence to 
publish a new edition, and it was held 
to be a capital receipt. In this case 
the author was not carrying on the 


profession, or vocation, of an author. 
On the other hand, in Glasson v. 
Rongier [1944] 1 All E.R. 535, an 
authoress, carrying on a profession 
or vocation as such, was held to be 
liable to include in her profits a lump 
sum paid by her publisher for certain 
limited publishing rights. Reference 
can also be made to Hobbs v. Hussey 
[1942] 1 K.B. 491, where a man who 
dictated his life story and corrected 
the proofs was held to have received 
the lump sum for services rendered; 
Withers v. Nethersole [1948] 1 All 
E.R. 400, where a person not 
engaged in the trade or profession of 
dealing in such property was held to 
have received as capital a sum in 
respect of an assignment of film 
rights; Howson v. Monsell [1950] 
2 All E.R. 1239, where an author- 
ess had to include in her Schedule D, 
Case II, assessment a lump sum for 
the sale of film rights; Mackenzie v. 
Arnold [1952] T.R. 337, where a 
lump sum for sale of copyrights had 
to be included in the author’s Case IT 
assessment; Haig’s Trustees v. C.I.R. 
[1939] S.C. 676, where trustees 
received a lump sum for allowing 
access to the deceased’s diaries to 
enable a biography to be written, 
and the lump sum was held to be 
capital; and the recent case of Shiner 
v. Lindblom (1960) 39 A.T.C. 291, 
where an actor had bought film rights 
which he had to sell to a film com- 
pany, as the company would not 
make the film unless he did so; the 
actor starred in the film. It was held 
that the profit he made on the sale 
was capital: his profession did not 
include selling copyright, and the 
receipt was quite distinct from his 
profession of actor. 

By Section 22 of the Finance Act, 
1953, copyright royalties receivable 
in the first two years after first publi- 
cation of a work can be spread under 
Section 471. The claim has to be 
made not later than April 5 following 
the expiration of eight years after the 
first publication of the work (Para- 
graph 1 (c), Schedule 6, Finance Act, 
1958). 
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Profits Tax—Directors’ Remunera- 
tion 

The most unexpected, and probably 
unintended, results can flow from 
changes in legislation. The latest 
example is Section 37 of the Finance 
Act, 1960, dealing with what has 
become known colloquially as 
“golden handshakes.” 

For profits tax purposes, in the 
case of a director-controlled com- 
pany, a maximum is placed on the 
amount allowable for directors’ re- 
muneration. The term “remunera- 
tion” in relation to a director is 
defined in Section 71 of the Finance 
Act, 1948, as including all sums, 
whether actually paid to the director 
or not, which, by virtue of any of the 
provisions of the Income Tax Acts 
(including director’s benefits), fall 
to be treated for the purposes of 
income tax under Schedule E as part 
of the salary, etc., from his office as 
director. 

Section 37 of the Finance Act, 
1960, provides that the amount 
liable to income tax in respect of a 
golden handshake is to be charged 
under Schedule E as emoluments of 
the holder or past holder of the 
office. Such a sum is therefore caught 
as directors’ remuneration and may, 
in many cases, become disallowable 
for profits tax. As such a payment is, 
in effect, spread over six years for 
surtax purposes, it would be just to 
provide for some relief for profits tax 
as well. 

While it is true that the company 
will have had income tax relief on it, 
a golden handshake to a director 
with a large income in the year of 
payment could be liable to income 
tax and surtax in his hands at 17s. 9d. 
in the £, while the company paid 3s. 
in the £ on it as profits tax. 


The Board of Referees 

The Board of Referees is an unpaid 
body of experienced business and 
professional men with special quali- 
fications, appointed by the Treasury, 
who sit under the chairmanship of a 
Q.C. appointed by the Lord Chan- 
cellor. The Board comes under the 
supervision of the Council on Tri- 
bunals. Its functions are: 


(1) To hear applications for fixing the 
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rate of annual allowances in connec- 

tion with any class of machinery or 

plant in the circumstances set out in 

Section 287 of the Income Tax Act, 

1952. 

(2) To decide whether there is a prima 

facie case for a surtax direction under 

Sections 245 et seq. of that Act where 

the directors of the company make a 

statutory declaration to the effect that 

there has not been and will not be any 
aveidance of surtax through failure to 
distribute a reasonable part of the 
company’s income for the year or 
period in question and the Special 

Commissioners consider that further 

action-is necessary. 

(3) To hear any appeal from the 

decision of the Special Commissioners 

on an appeal against a surtax direc- 
tion, where so required by the 
appellant under Section 247 of the 

Act. 

(4) It is likely that the Treasury would 

appoint the same Board under 

Section 371 of the Act if it became 

necessary to hear an appeal against 

the decision of the General or Special 

Commissioners on the percentage of 

turnover to be used as the profits of a 

non-resident person chargeable with 

tax in the name of a resident person 
where the profits are not readily 
ascertainable. 

Where a special trade is involved, 
it is common for one of the parties to 
request that an expert in that class 
of trade be appointed as a member 
of the Board of Referees for that 


appeal. 


Pension Schemes* 

The Inland Revenue is making some 
relaxation in its views on pension 
schemes. 


Retirement Benefits Schemes 

In the case of a scheme approved 
under Section 388 (1) of the Income 
Tax Act, 1952 (retirement benefits 
schemes), it has been the official 
view that, where an employee has a 
vested right to benefits purchased by 
the employer’s contributions, any 
cash benefit taken by the employee 
would attract Schedule E liability. 
The Inland Revenue is now prepared 
to agree to one-quarter commutation 
on retirement at or after normal 


*We are indebted to Superanuation, the journal of 
the Association of Superanuation and Pension 
Funds, for the information m this note. 
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retirement date. Full commutation 
will, if the rules so provide, be 
allowed if the pension is less than £39 
or if the employee is in a state of 
serious ill-health. 

Where there is a guaranteed period 
for payment of a pension under 
Section 388 (1) or Section 379 (ap- 
proved superannuation funds) and, 
in the event of death in that period, a 
provision for a lump sum to be paid 
in commutation of pension payments 
for the remainder of the guaranteed 
period, that potential lump sum 
should strictly be regarded as part 
of the one-quarter cash benefit. This 
restriction will no longer be insisted 
on unless the pension is guaranteed 
for a period exceeding five years. The 
reference to a Section 379 fund re- 
lates only to cases where the benefits 
from such a fund have to be con- 
sidered for commutation in conjunc- 
tion with those arising from a 
Section 388 (1) scheme. 


Refunded Contributions 

Under Section 379, income tax is 
payable by the trustees of a superan- 
nuation fund at one-quarter of the 
standard rate (that is, at present, at 
ls. 114d. in the £) on the net amount 
of refunded contributions and com- 
mutations (S.R. & O. 1921, No. 
1699, para. 8), where the fund deducts 
tax from them. The Inland Revenue 
has now no objection to the short-cut 
method whereby a rate of Is. 9d. is 
applied to the gross refund. This 
favours the taxpayer, as the true rate 
would be 1s. 943-d. on the gross. 


Illustration 
£ « 
Gross refund 
Income tax at 1s. 9d. in £ 8 


Tax at ls. 114d. in the £ on the net 
refund would be £8 16s. 9d. 


Pension Increases after Retirement 

Where employers wish to increase 
pensions payable to retired em- 
ployees because of an increase in the 
cost of living, there has been no 
difficulty if the employer paid the 
increase direct; but if the increase 
was to come out of a fund or scheme, 
amendment to the rules has been 


necessary. It is now announced that 
no amendment will be necessary in 
future if the fund (Section 379) or 
scheme (Section 388 (1) ) has a rule 
under which post-retirement in- 
creases in pension can be provided on 
a fixed basis corresponding with - 
increases in the Ministry of Pensions 
cost of living index figures. It is not 
proposed to require any correspond- 
ing reductions. 


Increase of Pension Limit under a 
Section 379 Scheme from £2,000 to 
£3,000 

The limit on the amount of a pension 
which may be paid from a fund 
wholly approved under Section 379 
has been increased from £2,000 to 
£3,000 with effect, subject to any 
necessary amendment of the docu- 
ments, from April 6, 1960. Where 
approval of the fund has been re- 
stricted, the Chief Inspector of 
Taxes Branch will issue a revised 
restriction of approval as soon as 
possible. The increase is subject to 
the usual limits of two-thirds of final 
salary and x/60ths (where appro- 
priate) where the service is less than 
forty years. 


Income Taxes in the 
Commonwealth 

The first supplement to this loose-leaf 
publication has been issued by Her 
Majesty’s Stationery Office, price 
£3 7s. 6d. net (dated August, 1960). It 
contains a list of amendments to be 
made in manuscript and loose leaves 
containing 266 revised and additional 
pages for material already published. 
It deals only with Volume I (Com- 
monwealth Territories in Africa and 
America). , 


Oversea Provident Fund Balances 
Under the practice hitherto pre- 
vailing, a person coming to the 
United Kingdom after employment 
overseas might, in some circum- 
stances, have been liable to U.K. tax 
on a lump sum paid to him out of a 
provident fund in connection with 
his oversea employment. In future, 
there will be no U.K. tax liability on 
lump sums of this kind provided they 
are paid on termination of the over- 
sea employment (Inland Revenue 
announcement, April 20, 1961). 
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Free Advice 

It has often been said that free 
advice is worth what is paid for it. 
That, of course, goes too far. It is, 
however, a matter of conjecture how 
practical some answers are which 
appear in some newspapers. For 
instance, recently it was suggested 
that where a mother was a perm- 
anent patient in a nursing home, the 
children who were paying the fees 
could enter into a covenant to pay 
the fees, the mother reimbursing 
them out of her capital. This entirely 
overlooks the provisions of Sections 
407 and 409 of the Income Tax Act, 
1952, which provide that property or 
income provided by the settlor in 
pursuance of reciprocal arrange- 
ments with another person is not to 
be treated as originating with the 
settlor. It also ignores the certificate 
required by the Inland Revenue 
from both the settlor and the bene- 
ficiary that there is no reciprocal 
arrangement. 

In the same paper, heavy tax- 
payers were advised that if they took 
up residence abroad with periodical 
visits to the United Kingdom it 
would enable them to reap the 
benefits of exemption from tax not 
only on foreign income but also on 
certain British Government stocks, 
for example, 34 per cent. War Stock. 
The visitors’ “six months rule” was 
mentioned, also the fact that average 
visits over four years of three 
months a year would constitute 
residence. There is no mention of the 
fundamental facts that the Inland 
Revenue will not even discuss non- 
residence until there has been com- 
plete absence from the United King- 
dom for a full income tax year, and 
that, except where earned income is 
concerned, if an establishment is 
kept up in the United Kingdom 
there is residence in any year in 
which the individual(s) concerned 
visit the United Kingdom. 


Maintenance Claims 

Now that it is known that Schedule 
A remains in force, it is interesting to 
look back at an article in the City 
Press of January 20, 1961, entitled: 
“Is the tax man tricking you?” 
This suggests that if all who were 
entitled to submit maintenance ex- 
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penditure claims did so this “anti- 
quated tax”’ might come near running 
at a loss. 

It is suggested that many house 
owners do not make maintenance 
claims because they are scared of 
battles with the tax man to prove 
that certain expenditure is admissible. 
This seems a strange reason for not 
claiming; how big are such battles? 
The Inland Revenue has to be satis- 
fied that the expenditure comes 
within the law granting the relief. 
Most claims are routine and are dealt 
with by subordinate clerks. Where 
there is an element of doubt, a 
reference to H.M. Inspector of 
Taxes himself will usually result in 
a just settlement. If the expenditure 
is considerable it pays to take expert 
advice. No doubt the publicity given 
to such claims has resulted in more 
being made. 

A point made in the article should 
be borne in mind, namely, that when 
a house is bought which was 
previously let it is sometimes possible 
to get a reduction in the Schedule A 
assessment. This can arise if the 
house was let at the date of the last 
valuation in 1935 and the assessment 
is based on the rent then payable, 
and if the house would have been 
assessed at a lower value if it had 
then: been owner-occupied. It is wise 
to compare the assessment with those 
on similar properties in the same 
neighbourhood. A claim for reduc- 
tion of a Schedule A assessment has 
to be made not later than one year 
after the end of the year of assess- 
ment in question (unless an actual 
assessment notice has been served, 
when the time limit is thirty days 
after the date of the notice). 


The Highest Part of a Person’s 
Income 

It is interesting to note that Section 
38(8) of the Finance Act, 1960, 
added yet another to the provisions 
referring to the highest part of a 
person’s income. This sub-Section 
helps to clear the air in one respect, 
namely, that for the purpose of any 
provision of the Income Tax Act, 
1952, or of the Finance Act, 1960, 
requiring income of any description 
to be regarded as the highest part of 
a person’s income, that income is to 
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be calculated without regard to any 
payment chargeable under Section 
37 of the Finance Act, 1960, on 
retirement or removal from office or 
employment. 

Probably the best known Section 
requiring income to be treated as the 
highest part of a person’s income is 
Section 249 (sub-Section (2)(b)) of 
the Income Tax Act, 1952, dealing 
with the consequences of apportion- 
ment of the income of a controlled 
company for surtax purposes. Even 
there, anomalies arise where the 
same person is involved in several 
companies. The last company to be 
directed may have to pay much more 
tax on a similar income than the 
first company. 

The point also arises in Sections 
400(3) and 406(5) of the same Act 
where a settlor has to pay tax on 
income from the settlement. He can 
recover from the trustees of the 
settlement any additional tax arising 
as a result of that income being 
included in his total income, and has 
to account to them for any extra 
allowance or repayment of tax. Here 
again, the income in question has to 
be deemed to be the highest part of 
his income. 

By Section 33 of the Finance Act, 
1960, the provisions of Section 249 
of the 1952 Act apply to receipts 
accruing after the discontinuance of 
a business to a company liable under 
Section 245 (other than an invest- 
ment company) if the company is in 
liquidation. If a direction has already 
been made, they will be deemed to be 
the highest part of the member’s 
income, the directed income having 
been already added. If no direction 
has been made, one will be made 
from time to time in respect of sums 
received. 

It would be interesting to learn the 
Inland Revenue attitude to a claim 
that, where there is a_ conflict 
between items which have to be 
treated as the highest part of an 
individual’s income, the total addi- 
tional tax payable as a result of all 
of them ought to be calculated and 
apportioned between them as may 
be just and reasonable. That would 
not affect the individual’s income, 
but it would preserve equity among 
the companies or trusts involved. 
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Subvention Payments and Trades Out- 
side the United Kingdom 

For the purposes of Section 20 of the 
Finance Act, 1953, which provides 
for subvention payments within a 
group of companies, the word “‘com- 
pany” includes any body corporate 
resident in the United Kingdom and 
carrying on a trade wholly or partly 
in the U.K. That would seem at first 
sight to mean that a company doing 
its trading wholly outside the U.K. 
could not be included. That, how- 
ever, is not so. It is settled law that 
“the real business is carried on where 
the central management and control 
actually abides” (Loveburn, L. C., in 
De Beers Consolidated Mines v. Howe 
[1906] S.T.C. at page 213). Business 
may be carried on elsewhere as well, 
but if the seat of control is in the U.K. 
the company is regarded as carrying 
on business there, at what has been 
referred to as “‘the head office.”” This 
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was well evidenced by the Unit Con- 
struction Company case ( (1959) 38 
A.T.C. 351 (H.L.) ), where two sub- 
sidiary companies carrying on their 
trades wholly abroad were held to 
carry on their real business in the 
U.K., where their central manage- 
ment and control was to be found; 
the above quotation was cited with 
approval. 


Discounts on Debentures 

Awriter tothe Stock Exchange Gazette 
of May 26, 1961, suggests what he 
calls “‘an explosive idea’’. The idea, 
however, is not original. The sugges- 
tion is that debenture issues should 
be made on a big discount instead of 
allowing any interest. He likens the 
idea to National Savings Certificates. 
National Savings Certificates, how- 
ever, are exempt from income tax by 
Section 191 of the Income Tax Act, 


Recent Tax Cases 


Income Tax 

Charity — Ceylon — Education — Public 
element—Selection of beneficiaries—Pri- 
mary trust for education of relatives of 
grantor, provided they are young, deserv- 
ing and of the Islamic faith—Exemption 
from income tax allowed for a previous 
year—Res judicata—Ceylon Income Tax 
Ordinance (c. 188, Legislative Enactments 
of Ceylon, 1938), Sections 2, 7 (1) (c), 73, 
74, 75—Trusts Ordinance (c. 72, Legis- 
lative Enactments of Ceylon, 1938), Sec- 
tion 99 (1). 

Two points fell to be decided in 
Mohamed Falil Abdul Caffoor and Others 
(Trustees of the Abdul Caffoor Trust) rv. 
Commissioner of Income Tax, Colombo 
(Privy Council, 1961, 2 All E.R. 436). 
These were: (i) whether there was an 
estoppel per rem judicatam, and (ii) 
whether a particular trust was “chari- 
table.”” The whole of the income under 
a trust established by the grantor was, 
for the purposes of the case, to be treated 


as if appropriated for the “education, 
instruction or training . . . of deserving 
youths of the Islamic faith in such pro- 
fessions, vocations, occupations, indus- 
tries, arts or crafts, trades, employments, 
subjects, lines or any other departments 
of learning or human activity whatso- 
ever” as a board, set up under the trust 
deed, might in its discretion decide. Un- 
der the provisions of the deed, so long 
as there were male descendants in either 
the male or female line of the grantor, 
or of any of his brothers or sisters, for 
whose education the board was prepared 
to provide or reserve money on the 
ground that they qualified as deserving 
youths of the Islamic faith, no other 
youth of that faith could obtain any 
benefit under the trust. In 1954, on an 
appeal by the trustees to the Board of 
Review constituted under the Ceylon 
Income Tax Ordinance (c. 188, Legis- 
lative Enactments of Ceylon, 1938), 
against assessment to tax of the trust 


1952; there is no such exemption for 
discount—for example, discount on 
Treasury bills is liable to tax. Section 
123 of the Income Tax Act, 1952, 
states that tax under Schedule D 
should be charged under Case III in 
respect of (inter alia) discounts. 
Discounts were dealt with in the 
case of Lomax v. Peter Dixon & Son 
({1943] I.K.B. 671), and again in 
Davies v. Premier Investment Co. and 
Hewetson v. Carlyle ({1945] 2 All 
E.R. 681). It is clear that where a 
loan is made at, or above, a reason- 
able commercial rate of interest, 
there is no presumption that a dis- 
count at which a loan is made or that 
a premium on which it is repayable is 
in the nature of interest. The true 
nature of the discount or premium is 
to be ascertained from all the circum- 
stances. Where there is no interest, a 
discount will normally be chargeable 
under Case III of Schedule D. 


income for the year 1949/50, the Board 
of Review exempted the income from 
tax on the ground that the trust was of.a 
public character and established solely 
for charitable purposes within the mean- 
ing of Section 7 (1) (c) of the Ordinance. 
Assessments to income tax were later 
made on the trust income for the five 
years 1950/51 to 1954/55, and an appeal 
was again allowed by the Board of 
Review. The Supreme Court of Ceylon 
reversed that decision, and the trustees 
appealed to the Privy Council. They 
contended that as between themselves 
and the respondent the question of the 
entitlement of the trust income to ex- 
emption from tax had been conclusively 
decided by the Board of Review in 1954, 
and that that decision set up an estoppel 
per rem judicatam. 

Lord Radcliffe said that, in matters of 
recurring annual tax, a decision on 
appeal with regard to one year’s assess- 
ment did not deal with eadem quaestio 
as that which arose in respect of an 
assessment for another year, and con- 
sequently it did not set up an estoppel. 
It was precisely that point which was 
raised and accepted by the Privy Council 
in Broken Hill Proprietary Co., Ltd. v. 
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Broken Hill Municipal Council [1925] 
A.C. 96, where Lord Carson had said at 
page 100: 

The decision of the High Court related to 

a valuation and a liability to a tax in a 

previous year, and no doubt as regards 

that year the decision could not be dis- 
puted. The present case relates to a new 

question, namely, the valuation foi a 

different year and the liability for that 

year. It is not eadem quaestio, and there- 

fore the question of res judicata cannot 

apply. 
It was not possible to distinguish the 
principle of the Broken Hill decision on 
the ground that it related to the correct 
amount of a rating assessment, whereas, 
in the present case, the decision of the 
Board of Review in 1954 related to the 
taxpayer’s status as an exempted person. 
In all cases which arose under income 
tax or rating appeal procedure the deci- 
sion was essentially one relating to the 
correct amount (if any) of the assess- 
ment, and, in the one case as much as 
in the other, was based on a question of 
law, namely, the proper construction of 
one of the provisions of the taxing Act. 
To apply the Broken Hill decision to the 
present case would be to bring it into 
line with the regular course of authority 
with regard to appeals in successive 
years against income tax or rating assess- 
ments (see C.J.R. v. Sneath [1932] All 
E.R. Rep. 739; Patuck v. Lloyd [1944] 
171 Law Times Rep. 340; R. v. Hutch- 
ings [1881] 6 Q.B.D. 300; and Society 
of Medical Officers of Health v. Hope 
[1960] 1 All E.R. 317). It might be that 
the principles applied in these cases 
formed a somewhat anomalous branch 
of the general law of estoppel per rem 
judicatam and were not easily derived 
from or transferred to other branches of 
litigation in which such estoppels had to 
be considered, but there was no doubt 
that they were well established in their 
own field. Consequently the assessments 
in question for 1950/51 to 1954/55 had 
to be considered on their merits and 
quite irrespective of the decision given 
in 1954 for the year 1949/50. 

On the question of the entitlement of 
the trust to exemption from tax for the 
years 1950/51 to 1954/55 (on the ground 
that the trust was of a public character 
established solely for charitable purposes 
within the meaning of Section 7 (1) (c) 
of the Ceylon Income Tax Ordinance), 
the Privy Council upheld the decision of 
the Supreme Court of Ceylon. Lord 
Radcliffe said that, although educational 
purposes were charitable purposes, no 
trust under which the beneficiaries were 
defined by reference to a purely personal 


relationship with a named “propositus” 
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could be a valid charitable gift. In the 
present case the effect of the trust was 
to create a primary disposition of the 
trust income in favour of the grantor’s 
family, and thus the trust lacked the 
necessary element of being for the benefit 
of a section of the community and was 
not a charitable trust. But his Lordship 
said, per curiam, that a trust which pro- 
vides for the education of a section of 
the public does not necessarily lose its 
charitable status or its public character 
merely because members of the founder’s 
family are mentioned explicitly as quali- 
fied to share in the educational benefits 
or even, possibly, are given some kind 
of preference in the selection. (In the 
event, therefore, the trust in question 
might have qualified for exemption from 
tax if it had been drawn rather differ- 
ently.) 


Income Tax 

Profits—Insurance moneys—Shipbuilding 
contracts—Insurances against late deli- 
very of ships to be built—Whether pay- 
ments under policies revenue or capital 
receipts—Income Tax Act, 1952, Sche- 
dule D. 


In Crabb v. Blue Star Line, Ltd. (Ch. 
1961, 2 All E.R. 424) the respondents 
lost the major part of their fleet by 
enemy action during the war and ordered 
seven new ships from shipbuilders. In 
the case of each new ship to be built they 
effected a policy of insurance with 
Lloyd’s underwriters under which they 
were entitled to receive £500 per day, up 
to a period of ninety days, in respect of 
each day’s delay in delivery of the ships 
beyond fourteen days after the due deli- 
very date stated in the contract. There 
was late delivery of two of the ships and 
the respondents were paid £64,845 under 
the policies. It was found as a fact by the 
Special Commissioners that the ship- 
owners frequently entered into shipbuild- 
ing contracts in respect of ships (other 
than the seven ships in question) under 
which the purchase price of the ship was 
to be increased in the event of delivery 
before the due date, and reduced in the 
event of delayed delivery. The Com- 
missioners held that the sums received 
under the policies and the premiums paid 
were receipts and payments of a capital 
nature and should be excluded from the 
computation of losses. The Crown 
appealed. 

Buckley, J., said it was contended on 
behalf of the Crown that the insurance 
moneys were sums payable by way of 
compensation for loss of user of the 
ships, and were receipts of a revenue 
nature analogous to damages for loss of 
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profits where a claim arose in contract 
or tort. In support of that argument 
reliance was placed on Burmah Steam 
Ship Co., Ltd. v. C.1.R. [1931] S.C. 156 
and R. v. British Columbia Fir and Cedar 
Lumber Co., Lid. [1932] All E.R. Rep. 
147. The first of these cases, however, 
was distinguishable from the present 
case on two grounds: (i) the damages 
recovered from the ship-repairers were 
ascertained by reference to the profits 
that would have been earned had the 
vessel in question been completely re- 
paired by the contract date, and (ii) the 
appellant company in that case already 
owned the vessel when the contract with 
the ship-repairers was entered into. In 
the present case, on the other hand, 
when the insurance policies were effected 
the ships to which they related did not 
exist at all, and the policies were taken 
out as an incident to the acquisition of 
the ships. In the second case, the insur- 
ance policies were effected in relation to 
profits which would, but for a fire, have 
been earned by the assets of the lumber 
company in its possession and employed 
in its business. They were policies to 
ensure payment of sums calculated as 
equivalent to and in substitution for 
those lost profits. 

The respondents said the policies were 
intended to produce the same effect as a 
clause in the shipbuilding contracts de- 
creasing the price of the ship in the event 
of delayed delivery. There was no such 
clause in the contracts relating to the 
seven ships, but instead they had covered 
the position by insurance, so that the 
result was the same either way. More- 
over, at the time when the contracts to 
build the ships were entered into, and 
at the time when the policies were taken 
out, no one could predicate with any 
certainty that they would ever use the 
ships at all in their business. They might 
have chosen to sell them before the pro- 
cess of building was completed, in which 
case no profits from the employment of 
the ships could arise. His Lordship said 
there was great force in the respondents’ 
arguments. The policies were not ones to 
secure the payment of sums to be quanti- 
fied by reference to loss of profits, but 
were policies securing flat-rate payments 
of £500 a day. They were really associ- 
ated with the price which the respondents 
felt justified in paying for the services 
which the shipbuilders were contracting 
to give, and were insurances against the 
possibility of the shipbuilders not pro- 
viding services as valuable as those which 
they had contracted to give. On that 
view of the matter the Special Com- 
missioners were right, and the Crown’s 
appeal failed. 
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Income Tax, Profits Tax and Excess 
Profits Levy 

Subvention payment—Société a _ res- 
ponsabilité limitée—Whether agreement 
to bear loss—Finance Act, 1953, Section 
20. 

In Montagu L. Meyer Ltd. and Canusa 
Ltd. v. Naylor (Ch. 1961, T.R. 39), the 
two appellant companies were incor- 
porated in England. The Meyer com- 
pany carried on business as a timber 
dealer and the Canusa company, which 
was a wholly-owned subsidiary of 
Meyer, as a timber agent and broker. In 
1950 the two companies formed another 
company—Corsebois—which was in- 
corporated under French law and 
carried on business as a timber mer- 
chant in Corsica. Later, a further 
French company—Forestiére—was also 
formed for the purpose of carrying on 
business in the southern part of Corsica. 
At first the day-to-day business of both 
French companies was carried on by a 
gérant, or managing agent, Mr. Green, 
who acted in all matters under the 
direction of one of the directors of 
Meyer, a Mr. Chisholm. In April, 1954, 
Brigadier Jones was appointed gérant in 
place of Mr. Green, and he was subject 
to the same control by Mr. Meyer, 
‘another director of Meyer, as Mr. 
Green had been by Mr. Chisholm. 

Both French companies made trading 
losses and in November, 1953, it was 
agreed between the secretary of the 
Meyer and Canusa companies and Mr. 
Meyer, who regarded himself as making 
the agreement on behalf of Corsebois 
and Forestiére, that Canusa should 
make subvention payments under Sec- 
tion 20 of the Finance Act, 1953, in 
respect of the losses and that the two 
French companies should refund the 
payments in the event of their making 
profits in the future. The decision to 
make the subvention payments was re- 
corded at a directors’ meeting of the 
Meyer and Canusa companies held on 
November 18, 1953, and the appropriate 
sums were duly charged in the accounts 
of those two companies. 

Before the Special Commissioners 
three points were taken by the Revenue: 
(i) that Corsebois and Forestiére were 
not resident in the United Kingdom 
within the meaning of Section 20 (9) of 
the Income Tax Act, 1952; (ii) that as 
regards one of the relevant accounting 
periods Corsebois was not a subsidiary 
of Canusa; and (iii) that the subvention 
payments were not made under an 
“‘agreement”’ within Section 20 (2) of 
the Finance Act, 1953, providing for 
Canusa to bear, or share in, losses or a 
particular loss by Corsebois. The first 
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point was decided in favour of the 
Revenue, but was not pursued in the 
High Court by reason of the decision of 
the House of Lords in Unit Construction 
Co. Ltd. v. Bullock [1959] 3 All E.R. 831, 
noted in ACCOUNTANCY for February, 
1960 (page 90). The second point was 
decided against the Revenue and was 
not further contested. The third point 
was relevant only to a payment made by 
Canusa to Corsebois in the income tax 
year 1953/54, because in respect of later 
years the companies entered into formal 
agreements under seal. 

Buckley, J., said that the word “‘agree- 
ment” in Section 20 (2) might mean 
what was recognised by English law as a 
contract giving rise to enforceable rights 
or an agreement in the sense that two 
parties had arrived at “a state of con- 
sensus of mind about the subject 
matter.”’ These considerations, however, 
did not arise unless there was, in fact, an 
agreement of some kind. Corsebois was 
a corporate body; the management of 
its affairs was, by its constitution, dele- 
gated to the person filling the office of 
gérant, and that person’s powers, 
according to the evidence and in the 
absence of any contrary provision in the 
articles of association, were unlimited. 
The fact that in exercising those powers 
Mr. Green may have submitted to the 
dictation of Mr. Chisholm did not con- 
flict in any way with that position. The 
Special Commissioners had found that 
Mr. Green, acting on the instructions of 
Canusa, had delegated his duties as 
gérant to Mr. Meyer and Brigadier 
Jones jointly and severally; but, in the 
absence of any evidence to the contrary, 
it should be assumed that the rule of 
English law that a delegate cannot sub- 
delegate his duties without authority 
applied to the case. Corsebois, being a 
corporate body, could act only by some 
duly authorised agent, and it appeared 
to his Lordship that, on the facts, Mr. 
Meyer was not the duly authorised agent 
of Corsebois to enter into a subvention 
agreement with Canusa. 

A stranger to Corsebois might have 
been able to say that a contract entered 
into with Mr. Meyer on behalf of 
Corsebois was binding on Corsebois. In 
the particular case, however, the other 
party was Canusa, which was the 100 per 
cent. shareholder in Corsebois, and so 
must be treated as knowing that Mr. 
Meyer was not the gérant of Corsebois 
and not the person authorised by the 
constitution of Corsebois to bind the 
company as its agent for the purpose of 
the subvention agreement. His act had 
at no time been ratified by Corsebois, so 
that any initial defect in his authority to 


enter into the suggested agreement had 
never been cured. On these grounds 
there was no agreement in any sense in 
relation to the year 1953/54 between 
Corsebois and Canusa. As regards the 
other years of account to which the 
appeals related, the appeal of Meyer 
against Naylor succeeded, and the appeal 
of Canusa against Naylor succeeded in 
respect of all years except 1953/54. The 
appeal of Meyer relating to profits tax 
and excess profits levy succeeded entirely 
as regards excess profits levy, and suc- 
ceeded, except as regards the consequence 
of the subvention payment in 1953, in 
relation to profits tax. 


Estate Duty 

Aggregation — Advances — Subsequent 
determination of life interest within five 
years—Property to be included in pro- 
perty passing — Sums advanced out of 
capital of settled estate — Finance Act, 
1894, Sections 1, 2, 16 (3), 22 — Finance 
Act, 1954, Sections 33 (1), 35 (5) — Fin- 
ance Act, 1940, Section 43 (1) (a)—Fin- 
ance Act, 1950, Section 43 (1), Schedule 
VII, Part I— Administration of Justice 
(Miscellaneous Provisions) Act, 1933, 
Section 3—Trustee Act, 1925, Section 32. 


In Dunn and Another py. C.1.R. (Ch. 
1961, 2 All E.R. 275) a testator, by his 
will dated November 9, 1938, directed 
his trustees to pay the income of a 
settled fund to T during his life and on 
his death to hold the fund on trust for 
the two children of T. Between June and 
December, 1956, the trustees advanced 
out of the capital of the fund two sums 
amounting to £2,626 Os. 2d. to the child- 
ren of T, pursuant to the power of 
advancement contained in Section 32 of 
the Trustee Act, 1925. The testator died 
on February 28, 1940. On December 7, 
1956, T died, and estate duty became 
payable on the £2,626 Os. 2d. under 
Section 43 (1) (a) of the Finance Act, 
1940, as amended by Section 43 (1) of 
and Schedule VII, Part I, to the Finance 
Act, 1950. The plaintiffs, as trustees of 
the will of the testator, issued a summons 
under Section 3 of the Administration 
of Justice (Miscellaneous Provisions) 
Act, 1933, to determine whether the two 
sums advanced under the Trustee Act, 
1925, should be aggregated with the free 
estate of the deceased or with the funds 
settled by the will of the testator and 
passing on the death of the deceased. By 
reason of a great disparity in quantity 
and value (and accordingly in the rates 
of duty applicable) between the settled 
property and the other property, a differ- 
ence of approximately £2,000 was in- 
volved. 
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As you probably tell your client : 


LIFE ASSURANCE gives him cover for his dependants and tax relief on the 
premiums he pays. 


EQUITY INVESTMENT gives him a measure of protection against 
inflation and a stake in the progress of industry. 


But did you know this? 
British Shareholders International Trust 


a Unit Trust authorised by the Board of Trade, now presents an Executive Saving Scheme which 

‘combines these advantages, enabling him to insure his life for a stake in a balanced portfolio of 
over 120 selected leading British, American, Canadian, Australian and African securities 
and also British and American Government Stocks. 


The scheme provides a special kind of Endowment Assurance policy, not for a fixed cash sum, 
but for a block of units in the B.S.I.T. Payment is made by an initial premium of 25 % of the cost 
of the units at the outset, and subsequent premiums over an agreed number of years (usually not 
less than 12). As with a normal life assurance policy, the premiums attract the statutory income tax 
relief, and the policy may be drawn up under the Married Women’s Property Act, so as to 
minimise Estate Duty. 


The offer price of the units on 9th June, 1961, was Ils. 8d. to yield £4°05%. 


For further information, please write to the Managers, Philip Hill, Higginson, Erlangers Limited 
34 Moorgate, London, EC2 


- THE LEADING AUTHORITY 
provides you weekly with the latest news of 


@® TAX CONCESSIONS 
* @ CHANGES IN PRACTICE 
@ REPORTS OF TAX CASES 
@ ARTICLES OF TOPICAL INTEREST 
@ YOUR PROBLEM SOLVED IN FIGURES 


Read TAXATION 


ORDER FORM 
To TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, Wr - MAYfair 7888 
Please send TAXATION for six months/one year. i 

s d enclosed. (£4 $s year, £2 4s half-year.) 


Price 1/6 Weekly 
Subscription: £4 5s year, £2 4s half-year stiiee 
First published on October Ist, 1927, | Address 
Taxation has served the taxpayer and 
his advisers for over thirty-three years. Accy. 6/61 
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Who says small businesses can’t be meckanised ? 


Because a business is small, does it have to be 
laborious? Not now. For the man whose firm is 
not much more than a family-sized affair we 
introduce the Addo-X, a low-priced accounting 
machine that handles all book-keeping jobs con- 
siderably faster than brainpower and pen alone 
can manage. 

This means that small businesses can be kept 
in apple-pie order. Preparation of wage records 


is simplified. Invoices are handled daily. Ledgers 
are up to date. The company balance can be 
struck on the hour. And no one need burn any 
midnight oil. 

Expensive accounting machines need specially 
trained operators. The Addo-X doesn’t. You can 
learn how to use it yourself in a couple of hours. 
But if you’re too busy, the office boy can be 
promoted to the job. It’s that easy. : 


_ FOR FURTHER INFORMATION CONTACT YOUR LOCAL REMINGTON RAND OFFICE,OR WRITE TO REMINGTON RAND LIMITED, REMINGTON HOUSE, 65 HOLBORN VIADUCT, E.C.1. CENtral 1010 
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Wilberforce, J., said that the sums ad- 
vanced to the children of T had been 
taken out of settlement and were in the 
absolute disposition of the children or 
their guardians. If the Crown was to 
succeed in establishing that the sums 
were notionally settled property, it must 
do so either on the construction of Sec- 
tion 43 (1) of the Finance Act, 1940 (as 
amended), or of Section 16 (3) of the 
Finance Act, 1894 (as substituted by 
Section 33 (1) of the Finance Act, 1954). 
The first of these provisions was a deem- 
ing provision, the effect of which was to 
bring property, such as that in question, 
within the various categories of property 
which were chargeable to duty under 
Section 1 of the Act of 1894, in much 
the same way as Section 2 of that Act 
brought in other categories of property. 
The statute did not say that property 
which was deemed to pass on the death 
remained settled property even though 
taken out of settlement. To ascertain 
whether that was the position it was 
necessary to look at Section 33 (1) of the 
Act of 1954, as elucidated by Section 
22 (1) (6) of the Act of 1894, which de- 
fined “settled property” as meaning 
“property comprised in a settlement.” 
In fact, there was nothing in the langu- 
age of Section 33 (1) of the 1954 Act 
which rendered it necessary to attribute 
to the sums of money advanced the 
character of settled property, simply be- 
cause those sums had at some time been 
subject to a settlement. It might be 
anomalous that the question of aggrega- 
tion, and consequently the rate of duty 
‘ applicable to a particular case, should 
depend on action which might be taken 
by trustees of a settlement over whom 
the tenant for life had no control; or 
that the particular compartment into 
which property might fall — whether 
settled or non-settled—could depend on 
what the recipients of the property de- 
cided to do with it. These anomalies pre- 
sented great difficulties, but their exist- 
ence did not provide sufficient basis for 
treating the sums advanced, which de 
facto were not settled property at the 
death, as being settled property for the 
purposes of the legislation in question. 
Therefore, the sums did not fall to be 
aggregated with property settled by the 
will of the testator. 


Stamp Duty 


Conveyance on sale—Amalgamation of 
companies—Shares of brewery company 
acquired by purchasing company from 
shareholders — Liquidation of brewery 
company—Conveyance of brewery com- 
pany’s lands to purchasing company — 


1961 


ACCOUNTANCY JUNE 


Conveyance by liquidator of brewery com- 
pany with authority of shareholders — 
Transfers of shares by vendor shareholders 
not registered or stamped— Whether con- 
veyance attracted stamp duty as a con- 
veyance on sale—Stamp Act, 1891, Sec- 
tion 54, Schedule I. 


The expression “conveyance on sale” 
is defined in Section 54 of the Stamp Act, 
1891, as follows: 

For the purposes of this Act the expres- 

sion “conveyance on sale” includes every 

instrument, and every decree or order of 
any court or of any commissioners, 
whereby any property, or any estate or 
interest in any property, upon the sale 

thereof is transferred to or vested in a 

purchaser, or any other person on his 

behalf or by his direction. 

In Henty and Constable (Brewers) Ltd. 
vy. C.LR. (Ch. 1961, 2 All E.R. 372) all 
the shareholders in C company agreed on 
April 17, 1921, to sell their shares in that 
company to H company, in considera- 
tion of fully paid-up shares of H com- 


_ pany which were to be distributed among 


them in proportion to their sharehold- 
ings in C company. The sale was to be 
completed on April 25, 1921, and as soon 
as might conveniently be after comple- 
tion the vendors were to procure C com- 
pany to pass a special resolution to the 
effect that the company be wound up 
voluntarily and that B be appointed 
liquidator of the company. On April 25, 
1921, a Board meeting of H company 
was handed certificates and transfers of 
all the shares in C company, together 
with forms of authority signed by each 
shareholder agreeing to transfer or deli- 
ver to H company any assets of C com- 
pany to which he might be entitled on 
the liqyidation of that company. There- 
upon the Board resolved that completion 
of the sale and purchase of shares in C 
company be carried out pursuant to the 
agreement, and that 81,255 shares of £1 
each in H company beallotted and issued 
to the shareholders in C company. On 
May 21, 1921, C company was put into 
voluntary liquidation and on December 
31, 1921, C company and its liquidator 
conveyed to the appellants (who were 
successors to H company) the brewery, 
premises and licensed houses of C com- 
pany. The transfers in favour of H com- 
pany were apparently not stamped or 
registered in the books of C company. 
The question to be decided by the 
Court was whether or not the convey- 
ance of C company’s brewery and other 
assets was properly to be regarded as a 
“Gonveyance on sale”’ within the mean- 
ing of Section 54 of the Stamp Act, 1891. 
The Commissioners of Inland Revenue 
were of opinion that the deed of Decem- 
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ber 31, 1921, conveyed the assets of C 
company (in liquidation), by the direc- 
tion of the shareholders of that com- 
pany, to H company in consideration of 
the issue to the shareholders of shares in 
H company. They assessed the convey- 
ance with ad valorem duty of £985 under 
the head of charge “conveyance or trans- 
fer on sale” in Schedule I to the 1891 
Act, and penalties were also paid under 
Section 15 (1). The appellants contended 
that the conveyance was executed for the 
purpose of conveying or assigning to H 
company the assets in C company in 
liquidation to which it was entitled as 
the beneficial owner of the shares in that 
company, and that it attracted a fixed 
duty of 10s. by reference to the head of 
charge “conveyance or transfer of any 
kind not hereinbefore described” in 
Schedule I to the Act. 

Buckley, J., said that the crucial words 
in Section 54 were “upon the sale there- 
of.”” According to its terms the agree- 
ment of April 17, 1921, provided for a 
sale of shares in C company, and it also 
provided that oncompletion those shares 
should be transferred to the purchaser. 
It might seem a little inconsistent that 
the agreement should provide that at a 
date subsequent to completion the ven- 
dors should procure a winding-up resolu- 
tion to be passed. That, however, was 
not a very forceful indication that the 
agreement was not intended to be carried 
out according to the tenor of its langu- 
age, because there was a possibility that 
the transfers might not be registered im- 
mediately following completion of the 
sale, and it might be more convenient 
that the winding-up resolution should be 
passed by the vendor shareholders in C 
company than by the purchaser. The pur- 
chasing company having done all that 
was required of it under the agreement 
by allotting and issuing the shares in H 
company which constituted the purchase 
price, the vendor shareholders became 
mere trustees of the shares in C company 
contracted to be sold, and it would have 
made no difference if the vendor share- 
holders had not given to H company the 
forms of authority relating to the distri- 
bution of C company’s assets: H com- 
pany could still have called for such 
authority had it decided to do so. 

It was true that the agreement of 
April 17, 1921, contemplated that C 
company would be put into liquidation, 
so that the transfer of the shares to H 
company merely involved the right to 
receive assets in the liquidation of C 
company; but the agreement conferred 
other rights on H company, which, had 
it so desired, could have had the liquida- 
tion stayed. In its true character, the 
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agreement in question was not one for 
the sale of land or specific assets, but an 
agreement for the sale of shares in C 
company. It was common ground be- 
tween the parties that, had the transfer 
of C company’s shares been registered 
in the name of H company, the distribu- 
tion by the liquidator of C company’s 
assets to H company would have attrac- 
ted no ad valorem duty. Why should the 
omission of the administrative act of 
registering the transfers make any differ- 
ence to the liability to duty on the con- 
veyance? The property conveyed was 
not the same as the property agreed to 
be sold by the agreement, and the con- 
veyance was one for giving effect to 
rights which belonged to H company at 
the date when it was executed. Accord- 
ingly, the conveyance attracted 10s. 
stamp duty as a “conveyance or transfer 
of any kind not hereinbefore described” 
within Schedule I to the 1891 Act, and 
the appeal would be allowed. 


Stamp Duty 

Conveyance on sale—Transfer of stock— 
Offer to acquire all company’s stock — 
Offer conditional on acceptance by suffi- 
cient stockholders — Transfers executed 
before condition fulfilled— Whether trans- 
fers on sale—Subsequent notice to acquire 
stock of dissenting stockholders—Trans- 
fer executed by purchaser’s nominee — 
Whether transfer on sale—Stamp Act, 
1891, Section 54, Schedule I—Companies 
Act, 1948, Section 209. 


The case of Ridge Nominees, Ltd. v. 
C.LR. (Ch. 1961, 2 All E.R. 354) raised 
two stamp duty points of particular in- 
terest in connection with takeover bids. 
A company made an offer to purchase 
the whole of the stock of another com- 
pany from the stockholders at a stated 
price. The offer was conditional on its 
acceptance by the holders of 90 per cent. 
of the issued capital of the offeree com- 
pany, or such smaller percentage as the 
offeror company might elect to accept; 
and the stockholders were required to 
sign a form of acceptance and to execute 
a transfer of their stock and send them 
to the offeror company’s bankers by a 
stated date, which could be extended to 
a later date. 

The offeror company gave an under- 
taking that it would return the accept- 
ance and transfer duly cancelled to the 
stockholder, along with the stock certi- 
ficate, if the offer was not accepted by 
the requisite percentage of stockholders; 
or a re-transfer would be effected and a 
new stock certificate issued to the stock- 
holder. Two stockholders, among others, 
accepted the offer and executed transfers 
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of their stock to the offeror company. By 
the extended date the offeror company 
had received acceptances from the hol- 
ders of 90 per cent. of the stock of the 
offeree company, and it accordingly de- 
clared its offer to be unconditional. It 
gave notice to a dissenting stockholder 
under Section 209 of the Companies Act, 
1948, of its desire to acquire her stock 
and, in accordance with the machinery 
of sub-Section (3), caused a transfer of 
her stock to be made by its nominee on 
her behalf. 

The first point for the decision of the 
Court was whether the two transfers 
which accompanied the acceptance of the 
offer were “conveyances on sale”’ within 
Section 54 of the Stamp Act, 1891, and 
so liable to ad valorem duty under the 
head “‘conveyance or transfer on sale” 
in Schedule I to that Act. The appellants 
contended that at the time when the two 
instruments were executed it was un- 
certain whether they would operate as 
transfers, since the offer had not then 
been declared unconditional, and there 
was no sale but merely an expectation 
that a sale would eventuate. It was com- 
mon ground between the parties that the 
relevant date at which the character of 
the transfers should be considered was 
the date when they were executed. 

Buckley, J., said that the two transfers 
were conveyances on sale within Section 
54, since they were made in pursuance 
of a binding and completed contract of 
sale concluded when the stockholders 
accepted the offer. The contract was 
conditional, not in the sense that the 
assent of either party was subject to some 
condition precedent (so that it could be 
said there was no true contract until that 
condition was satisfied), but only in the 
sense that it was a contract in which 
some of the rights and obligations were 
dependent on certain conditions. One of 
the terms of the offer was that accept- 
ances should be accompanied by an 
executed transfer of stock, which was 
clearly intended to be used for com- 
pleting the contract if and when the pur- 
chaser was in a position to insist on the 
sale being carried through. Although the 
purchaser could call the deal off if it did 
not obtain acceptances from 90 per cent. 
of the stockholders, it could also decide 
to accept a smaller percentage of shares. 
Whereas it had an avenue of escape in 
certain events, the vendors had none. 
Having regard to the nature of the trans- 
action and the course that it took, the 
transfers were liable to ad valorem duty. 

The next question was whether the 
transfer executed under Section 209 (3) 
of the Companies Act, 1948, on behalf 
of the dissenting shareholder also fell to 


be stamped as a transfer on sale. The 
argument of the appellants was that the 
procedure under Section 209 did not 
result in a sale properly so called, since 
a sale implied assent on the part of the 
transferor and ex hypothesi there was no 
assent on the part of the transferor. His 
Lordship said that the Companies Act 
might have provided that a transfer of 
shares effected under Section 209 was to 
be deemed to be a sale for the purposes 
of the Stamp Act, but it had not done 
so. There was nothing in the Stamp Act 
itself to lead to the conclusion that the 
word “sale” in Section 54 and Sche- 
dule I was not to be given its proper 
meaning, which was defined in Benjamin 
on Sale, eighth edition, page 2, in these 
terms: 
By the common law a sale of personal 
property was usually termed a “bargain 
and sale of goods.” It may be defined to 
be a transfer of the absolute or general 
property in a thing for a price in money. 
Hence it follows that, to constitute a valid 
sale, there must be a concurrence of the 
following elements, namely, (i) parties 
competent to contract, (ii) mutual assent, 
(iii) a thing, the absolute or general pro- 
petty in which is transferred from the 
seller to the buyer, and (iv) a price in 
money paid or promised. 
A sale thus involved a consensus between 
the vendor and the purchaser. In the case 
of a transaction under Section 209 that 
element was clearly absent, so that a 
transaction carried through under the 
Section did not constitute a sale within 
the meaning of the Stamp Act. There- 
fore, the transfer ought not to be stamped 
as a transfer on sale. 


Tax Cases— 
Advance Notes 


Court OF APPEAL (Pearce, Upjohn and 
Donovan, L.JJ.) 
Crossland ». Hawkins. May 3, 1961. 
Their Lordships unanimously allowed 
this appeal by the Revenue from the 
decision of Danckwerts, J. (see Ac- 
COUNTANCY for December, 1960, page 
721, and February, 1961, page 94). 


Leave to appeal to the House of Lords 
was granted. 
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The Month in the City 


Uncertain Markets 

The effects of the new tax pattern set by 
the Budget, especially upon those still 
paying high rates of surtax on unearned 
income, have taken a long time to work 
out. In particular, low coupon stocks 
are less attractive, while institutions will 
find income from preference shares, 
which is franked investment income for 
profits tax purposes, more attractive. 
This may help to explain why fixed 
interest stocks rose slightly in May 
while the Funds fell almost contin- 
uously—partly because considerable 
amounts of gilt-edged stocks were sold 
in April, and several trustee issues 
made in May failed to make good, and 
partly as a result of the decline in 
sterling to its lowest level since Bank 
Rate increased to 7 per cent. in Septem- 
ber, 1957. The weakness of sterling has 
many causes, including the strength 
(despite a lower Bank Rate) of the 
German mark, the recovery in the 
dollar, the use of sterling to buy Con- 
tinental dollars as a means of investing 
in shares of Continental companies and 
the fact that there is not yet any general 
confidence, at least abroad, that suffi- 
cient steps have been taken to secure a 
favourable balance of payments for 
this country. The demand for Conti- 
nental dollars was at one time sufficient 
to create a premium of 10 per cent., but 
this has now fallen to around 6 per cent. 
After reaching a new high in the middle 
of May British industrial ordinary 
shares show a net fall according to most 
indices, despite repeated statements that 
recovery is on the way in the United 
States. Gold mines, after touching a new 
low for recent years, have recovered, but 
the general feeling on South African 
stocks remains bearish. Finally, the 
tendency of commodity shares to do 
better, which had persisted for some 
weeks, received a further fillip and it 
now seems very probable that there will 
be some movement in the terms of trade 
against the highly industr’*'ied coun- 
tries, including Great Brit-in. 


International Conferences 

The buying of foreign shares is only one 
of several indications that the movement 
towards international markets in secu- 


rities is making rapid strides. The basis 
for this has been the convertibility of 
virtually all currencies at reasonably 
fixed rates. In the London market the 
movement will be helped by the appa- 
rent acceptance by the Inland Revenue 
of a form of depositary receipt for 
foreign shares which will attract only a 
sixpenny stamp duty irrespective of 
amount. Further assistance to the popu- 
larity of such investments in Germany 
will be provided by the decision of the 
London houses handling the introduc- 
tion to claim the whole of the 10 per 
cent. rebate of tax granted by the Ger- 
man Government and its distribution 
among holders of the bearer certificates, 
thus greatly reducing the amount of 
work involved. These, however, are 
minor matters of machinery. Material 
effects on the market as a whole, and the 
value of individual shares, are likely 
from the G.A.T.T. conference, the talks 
with the Common Market, plans for 
improving international liquidity, and 
the conference to take place later of the 
principal European bourses, in which it 
is hoped that the one important dis- 
sentient, France, will be persuaded to 
participate. While it still does not seem 
to be widely understood in this country 
that agreement with the Common 
Market countries involves political con- 
siderations as well as commercial and 


economic, it begins to look as though - 


agreement may be reached within the 
visible future. This expectation may slow 
down the process of transferring sec- 
tions of British industry to the Conti- 
nent, but it will also mean, in due course, 
an expansion of exports and greater 
competition within the home market. 
The immediate effect may be some re- 
ductions in profit margins to the disap- 


- pointment of equity holders, but it will 


also help to arrest the upward drift of 
prices. In so far as dealing in shares of 
companies operating in other countries 
becomes important, some approxima- 
tion in equity yields is to be expected, and 
this will add yet another uncertainty to 
the outlook for industrial ordinary 
shares here. It is therefore not unreason- 
able to look for a period of relative 
stability rather than a continuance of the 
rise which has been remarkable over 
recent months. 
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Restricting Stock Dealers 

Both in oral evidence before the Jenkins 
Committee and at the annual general 
meeting of the Stock Exchange, Lon- 
don, Lord Ritchie made it quite plain 
that he and the Council favour much 
stricter supervision than now exists of 
those who may be permitted to deal in 
securities. He would like to see the 
automatic right to deal withdrawn even 
from some existing bodies that bear the 
title of “stock exchange’’ but possess 
no common dealing floor; the right 
would be restricted to banks and similar 
qualified bodies and most of the existing 
stock exchanges. All other persons or 
firms wishing to deal would have either 
to join a recognised exchange or to 
secure from the Board of Trade the 
status of exempted dealers. Many 
people will agree with Lord Jenkins 
that this might prove unduly restrictive, 
but there is much to be said for taking a 
good look at the status of some of the 
bodies. The London Council objects 
to them mainly because they are per- 
mitted to advertise for business. A wel- 
come part of Lord Ritchie’s speech was 
his reference to mechanisation: he said 
the Council must accept that quite a lot 
of clerical work now done in offices of 
member firms could be done centrally 
by machines, provided questions of 
security could be settled. This is almost 
the first official intimation that the 
Stock Exchange has any idea of the 
extensive use of modern techniques 
which, if adopted, could do much to 
reduce costs and leave staff free to 
improve services to clients. 


Issues by Tender 

In view of the very large premiums which 
have recently been secured by fortunate 
“stags” in issues made to the public, the 
possibility of issues by tender has been 
investigated. In the past the normal 
procedure has been to secure the best 
possible terms for the raiser of funds by 
allotting to the highest bidders. This 
would certainly not be fair if a few 
bidders were much better instructed than 
the majority. The firm of Kleinwort, 
Benson, Lonsdale has now received per- 
mission from the Council to make an 
issue by tender under a scheme provid- 
ing that, after ascertainment of the 
lowest tender which is adequate to 
produce the total required, all appli- 
cants who bid that figure or more will 
have an allotment at the same price, 
applications being scaled down if 
necessary. This is a valuable attempt to 
overcome a difficult problem. 
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Points 
Published 


Treatment of Stock-in-Trade and Work 
in Progress in Financial Accounts 
Recommendation on Accounting Prin- 
ciples No. 22 recommends that: 


Where the amount carried forward for 
stock is material in relation to either the 
trading results or the financial position, 
the accounts should indicate concisely 
the manner in which the amount has been 
computed. If this is not practicable the 
accounts should contain a note to the 
effect that a concise statement of the 
bases and methods used is not practicable 
but that the amount has been determined 
for the whole of the stock at the balance 
sheet date on bases and by methods of 
computation which are considered appro- 
priate in the circumstances of the business 
and have been used consistently. The use 
of the term “market value” should be 
discontinued. 
Elsewhere in the Recommendation 
illustrations are given of the way in 
which the method of computing stock 
value might be given concisely. It is 
also stated that: ; 

Such terms as “‘at or under cost” or “‘as 

valued by the company’s officials” are . . . 

not regarded as suitable. 

The results of a random sample of the 
accounts of fifty companies published 
during the past month are of some 
interest, therefore: 

Basis of valuation: 

No indication given 4 
At or under cost .. 7 
As valued (or as certified) by the 
directors 
As valued by the management 
Cost 2 


Cost or estimated net réalisable 
value. .... 1 
Generally at cost with exceptions 
at net realisable value . x" 1 
Cost or lower net realisable value 8 
Lower of standard cost and net 
realisable value . 1 
Cost or replacement value if lower 2 
Cost or replacement value less a 
provision for deterioration 
Other bases 


Among those using other bases, one 
company referred to the taking of profit 
upon work in progress, using the 
description: 

Stock and work in progress including a 

proportion of the estimated profits on 
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From 
Accounts 


contracts, as valued by the company’s 
officials and after deducting cash received 
on account of work in progress 


and another went so far as to lump 
together: 

Balances on contracts in progress as 

valued by the directors, retention moneys, 

sundry debtors less provision and pay- 
ments in advance. 

There was a single reference to base 
stocks. Only one company adopted the 
suggestion contained in paragraph 27 of 
the Recommendation, stating: 

The amount included in the balance 
sheet has been determined at the balance 
sheet date on bases and by methods of 
computation which are considered appro- 
priate in the circumstances of the business 
and have been used consistently. 


Several points stand out from this 
survey. Firstly, that, while there has been 
a swing away from the use of the term 
“market value” towards “net realisable 
value,” a great many concerns still 
provide no indication of the basis em- 
ployed, or use an “unacceptable” 
method. Many others so shorten the 
description of the method used that it 
appears to be unacceptable. For exam- 
ple, “cost or estimated net realisable 
value” is not an acceptable method. Net 


realisable value may be substituted only 
if it falls below cost, not if it exceeds it, 
and this description covers the latter as 
well as the former. 


Secondly, there was virtually no 
reference to 'the extent to which over- 
head expenditure was included. One 
company referred to “cost (including 
appropriate overheads)” without any 
indication of what was appropriate, and 
another stated that 

Finished goods stocks are computed at 
the lower of cost or net realisable value 
including a proportion of production 
overheads with the exception of two 
partly owned subsidiaries which exclude 
overheads. 


The remainder made no reference to 
overheads whatever. 


Comparative Figures 

A number of the larger companies now 
include tables of comparative figures, 
not simply for the prescribed one year, 
but for several prior years. Series of 
figures for five years or ten years are by 
far the most common, though Truscon 
Ltd. and Maple & Co. Ltd. both employ 
a seven year series, and The Associated 
Chemical Companies Group one of nine 
years. United Drapery Stores Ltd. goes 
even further with twelve years. 

There seems little consistency either 
in the information presented or in its 
manner of presentation, though most 
companies provide a summary of the 
capital employed and show how it is 
represented. Not all round off figures to 


VENESTA LTD. AND SUBSIDIARY COMPANIES 


Summary of Group Statistics 
1960 1959 1958 1957 1956 
£000 £000 £000 £000 £000 
Fixed Assets . . - 5,285 4,489 4,095 3,920 3,340 
Associated Companies 436 488 513 552 541 
Current Assets 10,498 9,513 9,295 9,307 9,573 
16,219 14,490 13,903 13,779 13,454 
Current Liabilities .. 4,882 3,869 3,074 3,131 2,818 
Net Assets .. 11,337 10,621 10,829- 10,648 10,636 
Less Debenture Stock = _ 396 397 400 
£11,337 £10,621 £10,433 £10,251 £10,236 

Turnover... 18,536 16,891 15,446 15,768 15,128 
Group Profit Before "Tax ci BS 1,820 1,466 1,266 1,435 1,595 
Venesta Ordinary Dividend Rate .. 174% 15% 12% 12% 12% 


* Two-thirds of 18 months period figures 


The figures given above are, in certain cases, reasonable approximations, after adjustments 
have been made in respect of acquisitions, reorganisations and changes in accounting years. 
They include Winterbottom figures for all years and exclude those of the Venesta foil 


business sold in 1960. 
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SETON TRUST 


LIMITED 
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For HIRE 
PURCHASE ACCOUNTS 


steer a safe and sure course with 
favouring winds to the land of 


Whether the Accounts are controlled by: 


(a) CENTRAL OFFICE 
(b) BRANCH OFFICES 
(c) OUTSIDE COLLECTION 


favouring winds bring the following results: 


I. Greatly reduced labour. 

2. Guaranteed accurate accounts. 

3. Payments up-to-date. 

4. A.|. goods and ‘D.P.’A/c’s. create Happy People. 


May we demonstrate these particular Systems to you without 
obligation to purchase? If so, please send a postcard to the 
Inventors of Duplicate Posting Systems: 


ALFRED GILBERT & SONS LTD. 


WOLVERLEY WORKS, THE HYDE, LONDON, N.W.9 


* 
SYSTEMS Happy People. 


the nearest £1,000, though most do. 
The most commonly employed layout 
has the description down the side, with 
a series of vertical columns, one for 
each year. Normally, the columns run 
from left to right, the latest on the right, 
though there are exceptions to this. 
John Harvey & Sons Ltd., for instance, 
employs the reverse order, showing the 
current year first and working back- 
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wards. The latter company, together 
with Albright & Wilson Ltd. (one of the 
two winners of The Accountant Annual 
Award for 1960), Storey Brothers & Co. 
Ltd., Crowden & Keeves Ltd., British 
Insulated Callender’s Cables Ltd. and 
Venesta Ltd., to name but a few, break 
with British tradition in published 
statements and disclose their turnover. 

The Summary of Group Statistics 


ROSS GROUP LIMITED 
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provided by Venesta Lid. has been 
selected as an illustration of the sim- 
plicity with which such figures can be 
presented. This is no mean feat when it 
is remembered that there have been 
changes both in the composition of the 
group and of the accounting year. 
Representative of a completely differ- 
ent mode of presentation is the statement 
produced by the Ross Group Ltd. (see 


TRADING RESULTS, DIVIDENDS AND RETENTIONS 
Trading 
Profit % ON ORDINARY 
including 
Income Preference Trading | Provisions 
from | Deprecia-| Taxation} Net Dividend Profit Not Other Total 
Trade In- tion Profit (Net) Earned Paid Retained | Required | Credits | Retained 
vestments 
£ £ £ £ £ % , 4 £ £ £ £ 
1951 260,195 | 110,000 | 61,303 51,828 6,159 47 15 30,737 66,250 1,035 98,022 
1952 278,673 | 125,000 | 65,970 | 52,466 5,879 48 15 31,814 6,418 40,440 78,672 
1953 247,866 | 120,000 | 45,278 | 44,239 6,772 38 15 22,186 5,474 1,041 28,701 
1954 375,451 | 190,000 | 70,262 | 58,349 11,138 30 18** 18,477 12,872 46,876 78,225 
(18 months) 
1955 476,564 | 200,000 | 100,392 | 115,093 7,594 45 16 63,633 22,068 43,601 129,302 
1956 452,445 | 200,000 | 62,834 | 113,721 7,763 30 16***| 48,458 35,712 24,101 108,271 
1957 577,028 | 250,000 | 59,245 | 120,931 8,194 32 16 55,237 7,375 16,450 79,062 
1958 678,854 | 260,000 | 42,500 | 175,041 8,625 46 15§ 89,729 62,029 6,931 158,689 
1959 791,535 | 300,000 | 71,886 | 237,215 8,906 22 18 || 42,088 21,907 17,793 81,788 
1960 | 1,376,422 | 512,500 | 120,610 | 477,030 9,188 37 20* | 173,255 12,049 5,134 190,438 
ORDINARY SHARE CAPITAL 
ORDINARY DIVIDENDS 
Total Issued as Issued. as Issued for Total at PAID 
Beginning Bonus Fully Paid Cash @ Proceeds Year End 
of Year = Rate Net 
£ £ £ £ £ £ % £ 
1951 186,545 186,645 15 14,932 
1952 186,645 186,645 15 14,773 
1953 186,645 1,425t 188,070 15 15,281 
1954 188,070 94,035 10,000 5/9 11,500 292,105 18** 28,734 
(18 months) 
1955 292,105 146,052 5/3 153,355 438,157 16 43,866 
1956 438,157 61,843 125,000 6/3 156,250 625,000 16*** | 57,500 
1957 625,000 625,000 16 57,500 
1958 625,000 625,000 15§ 76,687 
1959 625,000 125,000 284,088T 250,000 5/- 250,000 
276,992 11/- 609,383 
100,875t 14/4 288,931 1,661,955 18 || 186,221 
1960 1,661,955 180,520t 124,342t 19/- 472,500 
74,243f 19/6 289,548 2,041,060 20* 294,587 
NOTES 
** Plus 50% Capital Bonus in Ordinary Shares. 
*** Plus 1 in 7 Capital Bonus in Ordinary Shares. 
+ In Connection with acquisition of Shases in other Companies. 
§ Final dividend of 9% payable on Ordinary Capital increased to £1 million. 
|| Final dividend of 6% payable on Ordinary Capital increased to £1,921,674 5s. Od. . 
* Second Interim and Final dividend of 7°% each payable on Ordinary Capital increased to £2,575,292 5s. Od. 
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also comments on page 298 of ACCOUN- 
TANCY for May) in which all balance 
sheet items are ignored with the excep- 
tion of ordinary share capital, attention 
being focused upon trading results, 
dividends and retentions. 

A number of companies employ 
graphical methods of presentation, and 
one or two reduce figures to significant 
accounting ratios. Storey Brothers & Co. 
Ltd., for instance, shows the ratio of 
current assets to current liabilities, and 
the asset value of each ordinary share. 
Several companies show the group 
profit as a percentage of the capital 
employed, and at least one the number 
of times the ordinary dividend was 
covered. 


Source and Disposition of Funds 

In the May issue (page 298) the question 
was raised whether any British company 
presented a statement showing the source 
and disposition of cash funds. Recently 
received accounts of John Harvey & Sons 
Ltd. include such a statement covering 
a period of three years. Crowden & 
Keeves Ltd. also included one in its 
1960 accounts. 


Midland Employers’ Mutual Assurance 

It is surprising how the standard of 
presentation of some assurance company 
accounts lags so much behind that of 
trading companies. The showing of con- 
siderable detail may be desirable, even 
though it bewilders the layman, but 
there can be little excuse for failure to 
employ group headings or sub-totals. 
Outstanding among well-produced 
assurance company accounts received 
during the month, and worthy of 
imitation by others, are those of Midland 
Employers’ Mutual Assurance Ltd. which 
employs every conceivable device to 
make clear to policyholders the state of 
its affairs. The report commences with a 
simplified results statement, and passes 
to a diagram showing the growth of new 
business before considering in simplified 
form, using percentages where desirable, 
the various departmental accounts. 
After which an illustrated feature, 
“‘Facts about the ‘Midland’ 1960”’, high- 
lights certain aspects of the work 
involved in running the company. A 
diagram represents pictorially the in- 
come and expenditure for 1960 before 
the accounts proper are presented. 


Aspis-Pronia 

Selected for reproduction this month 
are the 1959 accounts of the Greek in- 
surance company Aspis-Pronia, a com- 
pany established while Greece was still 
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ASPIS-PRONIA INSURANCE COMPANY S.A. 
STATEMENT OF EARNINGS 


Year ended 3ist December 
Earnings from Operations: Drachmae Drachmae 
Net revenue from insurance business 
Fire 2.624.390.— 2.818.893.— 
Marine and Aviation 940.475.— 651.342.— 
Motor and General Accident 889.120.— 708.812.— 
Life and endowments 30.977.— 268.980.— 
4.484,962.— 4.448.027.— 
Interest and dividends 101.899.— 259.063.— 
Gain on foreign exchange fluctuations 8.513.— 10.326.— 
Total earnings from operations 4.595.374.— 4.717.416.— 
Expenditure 
Administration 3.576.019.— 3.790.254.— 
Directors’ fees 212.807.— 216.443.— 
Depreciation 129.398.— 97.682.— 
Bad debts 220.371.— 128.877.— 
Loss on sale of investments 44.200.— 42.050.— 
Total expenditure 4.182.795.— 4.275.306.— 
Net earnings from Operations 412.579.— 442.110.— 
Special Credit 
Transfer from reserve against asset fluctuations 249.043.— 170.927.— 
Net earnings of the year 661.622.— 613.037.— 
Taxation 100.836.— 108.084,— 
Net earnings of the year, after Taxation 560.786.— 504.953.— 
Balance at beginning of the year (including amounts 
retained by law Dr. 310.000 — Dr. 185.000) 835.438.— 429.585.— 
Net earnings of the year, after taxation 560.786.— 504.953.— 
1,396.224.— 934.538.— 
Proposed dividend at 5% 99.100.— 99.100.— 
Balance at end of the year (including amounts retained 
by law Dr. 500.000 — Dr. 310.000) 1.297.124.— 835.438.— 


Notes to the Financial Statement 


1. Values of fixed assets are calculated in accordance with legal decrees to 
reflect cost in terms of monetary values at Ist January 1957, plus subse- 
quent additions at cost. 


2. At3ist December 1959 the Company held securities valued at Dr. 676.449 
as collateral against certain accounts receivable. 


3. At 3lst December 1959 the Company was contingently liable to a Bank 
for Dr. 72.000 against letters of guarantee issued for the Company. 


under enemy occupation and which 
began trading in 1945. The accounts, 
published in English and printed in 
Greece, have a most attractive cover and 
include a striking inset entitled “‘Avia- 
tion—The Myth that became a reality.” 
Whereas those for 1958 were prepared 
upon conventional lines (except that the 
sides of the balance sheet were the re- 
verse of the British layout) with separate 
revenue accounts for each branch, the 
1959 accounts, as will be seen, adopt a 
vertical presentation with the various 
revenue accounts in tabular form. 

The high standard of these accounts 
is remarkable since it is only six years 
since the Greek Government, acting 
upon proposals by British advisers, de- 


cided to set up its own institute of pro- 
fessional accountants, the name of which 
may be translated “The Institute of 
Sworn-in Accountants.”” Founder mem- 
bers, who were admitted on the basis of 
past experience in lieu of examination, 
began work on audits in 1956 under the 
supervision of British technical advisers. 
Until that time Greece had no experience 
of audits as understood in this country, 
but we understand that initial opposi- 
tion has now been overcome and the 
profession is making great strides, con- 
siderable attention being paid not only 
to auditing but also to the layout of 
accounts and to other problems, such 
as the translation into Greek of tech- 
nical information on accounting. 
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ASPIS-PRONIA INSURANCE COMPANY S.A. 
REVENUE ACCOUNTS FOR THE YEAR ENDED 3ist DECEMBER 1959 
FIRE MARINE & ACCIDENT LIFE & TOTAL 
AVIATION ENDOWMENTS 
1959 1958 1959 1958 1959 1958 1959 1958 1959 1958 

Income: 
Funds retained at beginning of 

the year: 
Reserve against risks in force 1.401.595 | 1.356.088 185.703 212.825 856.974 578.772 234.573 744.389 | 2.678.845 | 2.892.074 
Claims in process of being re- 

ported and settled 272.559 447.984 151.495 177.122 | 1,274,767 | 1.093.003 93.967 — 1.792.788 | 1.718.109 

1.674.154 | 1.804.072 337.198 389.947 | 2.131.741 1.671.775 328.540 744.389 | 4.471.633 | 4.610.183 

Premiums receivable 10.202.054 | 8.7/5.658 | 2.427.400 | 2.077.749 | 6.385.169 | 6.678.618 91.085 366.740 } 19.105.708 | 17.838.765 
Surplus (Deficit) of Policy fees 

and commissions receivable 

over commissions payable . 

and related expenses (199.418) 188.928 719.368 364.890 499.845 185.000 _ 24.000 | 1.019.795 762.818 
Total income 11.676.790 | 10.708.658 | 3.483.966 | 2.832.586 | 9.016.755 | 8.535.393 491.625 | 1.135.129 | 24.597.136 | 23.211.766 
Reinsurance and Indemnities: 
Reinsurance premiums 4.228.151 | 3.800.593 | 2.033.262 | 1.613.493 | 4.112.863 | 4.536.184 31.036 — 10.405.312 | 9.950.270 
Indemnities—Gross 3.591.880 | 2.982.174 737.842 | 1.052.498 | 5.026.748 | 4.116.346 81.608 537.609 | 9.438.078 | 8.688.627 
Reinsurers share of indemnities (787.734) (567.156)| (481.128)| (821.945)] (3.402.532)} (2.957.690) (4.671.394) | (4.346.791) 
Total reinsurance and indem- 

nities 7.032.297 | 6.215.611 | 2.289.976 | 1.844.046 | 5.737.079 | 5.694.840 112.644 537.609 } 15.171.996 | 14.292,.106 
Funds retained at end of the 

year: 
Reserve against risks in force 1.355.326 | 1.401.595 130.525 185.703 908.923 856.974 262.004 234.573 | 2.656.778 | 2.678.845 
Claims in process of being re- 

ported and settled 664.777 272.559 122.990 151.495 | 1.481.633 | 1.274.767 14.000 93.967 | 2.283.400 | 1.792.788 

2.020.103 | 1.674.154 253.515 337.198 | 2.390.556 | 2.131.741 276.004 328.540 | 4.940.178 | 4.471.633 

Balance—Net Revenue 2.624.390 | 2.818.893 940.475 651.342 889.120 708.812 30.977 268.980 | 4.484.962 | 4.448.027 


Letter to the Editor 


Education and Training 

Sir, — The important and valuable Report 
of the Institute’s Education and Training 
Committee, about which you write in your 
Editorial of the May issue, is, it will be 
hoped, likely to attract widespread discus- 
sion. in the District Societies during the 
coming months. 

I would like to refer to a few specific 
aspects of the report, not so much by way 
of criticism as in the nature of fair comment. 

1, The. recommendation as regards can- 

' didates for articles who have remained at 
school until the age of 174 years and can 
show passes in two subjects at advanced 
level is greatly to be welcomed. It needs, 
however, to be looked at in relation to the 
retention, for the time being, of the age of 
16 for minimum entry. It is submitted 
that the latter retention, if a temporary 
measure, can only be justified in the light of 


the present great appeal to the majority of 
fifth and sixth formers of careers in pure 
and applied science. The standard indicated 
—two advanced level passes—for those aged 
174 is by no means so revolutionary as it 
may appear; generally speaking, British 
universities ask for three subjects at ad- 
vanced level taken at one and the same time 
and, by reason of the pressure on limited 
accommodation and tutorial facilities, are 
obliged to specify the attainment of mini- 
mum marks often well in excess of the 
ordinary pass level. 

2. The full-time, short-period courses pro- 
jected for students at the appropriate stages 
of their professional training represent a 
novel and interesting feature of the report. 
It is the kind of thing that deserves and will 

_receive detailed scrutiny. How far “local 
_ educational bodies” (for example, municipal 
“colleges of commerce) will be either able or 


willing to provide courses “exclusive to the 
Institute and identified as part of the acti- 
vities of the Students’ Societies” is perhaps 
open to some question irrespective of the 
manner in which these courses are financed. 
Should the university of the region be 
deemed a “local educational body,” then, 
despite the rather unenthusiastic 1eferences 
in the report to the Universities “Scheme,” 
there is little doubt that at the invitation of 
the district societies the appropriate Faculty 
departments will give what help and advice 
they can. 

3. The idea that the Final examination 
should be split into two parts does no more 
than recognise the essential truth of the 
matter that, in its present form, the test has 
become unduly burdensome. The number 
and variety of the subjects specified and the 
depth to which individual subjects, or aspects 
of them, may quite properly be taken by the 
Institute’s examiners is such that in perhaps 
no other way could fair and reasonable treat- 
ment of the average candidate be assured. 

4. In the matter of the Universities 
“Scheme” the survey given by the report— 
in about 14 pages—is disappointing. Enough, 
possibly too much, has already been said as 
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to the supposed lack of an educational and 
cultural background. It is, in the United 
Kingdom, an accepted idea that an under- 
graduate may link the subjects of his chosen 
degree course to the requirements of his 
subsequent career. In the various depart- 
ments of applied science, in law, dentistry 
and medicine, the part played by the various 
university schools and laboratories is taken 
for granted. Why, then, as 1egards accoun- 
tancy the reservations that began to be 
noticed in the early 1950s? The “‘Scheme” 
undergraduate is neither segregated nor 
shepherded; on the contrary he is encour- 
aged, like his fellows, to take an active share 
in the life of the institution of which he is a 
member. 

Despite teething troubles the “Scheme” 
has received a fair measure of recognition 
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within the universities, the district societies 
and the schools. Even allowing for the sellers’ 
market, the gratifying thing is that profes- 
sional firms, large and small, are ready to 
take a succession of promising students who 
have graduated under its provisions. 

The report refers to “the division of 
opinion, even amongst university teachers, 
about the wisdom of granting exemption 
from the Intermediate examination.” A root 
cause is the necessity, as matters stand, for 
introducing into the “Scheme” courses an 
approach to the professional subjects of 
Auditing, Taxation and Executorship. From 
the outset the writer had no difficulty in de- 
ciding that this approach ought to be the 
responsibility of visiting lecturers in active 
practice. This is not necessarily the case in 
all the participating universities. For that 


Readers’ Points and Queries 


Pay Entitlement of Sick Employee 

Reader’s Query.—{1) If a staff em- 
ployee of a company is absent from work 
through sickness, what pay is he entitled 
to while away from work? (2) If the em- 
ployer terminates the employment while 
the employee is sick, what pay entitle- 
ment has he? 


Reply.—()) If this is covered by an 
express term of the contract of service, 
that term will prevail. If not, then, unless 
a term should be implied to the contrary 
(which is not often the case), an employee 
is entitled to his full pay all the time he is 
away ill. For a valuable review of the law 
on this topic see Orman v. Saville Sports- 
wear Ltd. [1960] J] W.L.R., page 1055. 
(2) His pay entitlement is no different, in 
the absence of express terms in the con- 
tract of service to the contrary, from when 
his employment is terminated while he is 
well. 

These answers are naturally not ex- 
haustive. 


Furnished Letting for Part of Year 
Reader’s Query.—In the computation 
of profit from the letting of a furnished 
bungalow which is let for five months, 
available for use for two months and 
shut up entirely for five months, the 
Revenue is insisting that 7/12 of annual 
charges be disallowed—as private use. 
According to Smith’s Taxation “no 
objection is raised to apportioning the 
annual charges according to the period 


of occupancy by the tenants and by the 
owner.”” This would appear to mean 
that in some cases the Revenue allows 
the equivalent of 5/7 and disallows 2/7. 

I shall be glad to learn whether there 
is any authority for this, or whether it is 
a widely-granted concession. 


Reply.—If the bungalow is kept 
‘mainly for letting, the Inland Revenue is 
taking too narrow a view. If, however, 
the letting was only casual, its attitude 
would appear to be right: we know of no 
authority. 


Losses—Cessation of Business 

Reader’s Query.—My client has been 
carrying on business, in equal partner- 
ship with his wife, for some years. The 
business has consistently made losses, 
and relief has been claimed and repay- 
ment made under Section 142, Income 
Tax Act, 1952. 

My client sold the business on Novem- 
ber 25, 1960, and accounts were sub- 
mitted for the last period of account. 
The loss for the period to the date of 
cessation has now been agreed with the 
Inspector, together with the loss for the 
previous year. 

The Inspector now informs me that 
“Relief under Section 142 has already 
been allowed for 1959/60 (in respect of 
the loss sustained in the year ended 
April 5, 1959). This is not subject to 
revision by virtue of the loss sustained 
in the year ended April 5, 1960, since 


matter, neither a correspondence college 
course nor a textbook alone can create for 
a student of Auditing something of the right 
atmosphere—how far to press a point, or 
from what level in a client’s organisation to 
accept adequate evidence. 

Lastly, it should be borne in mind that 
with very few exceptions the cost of the 
teaching provision thus far is a charge on 
general university funds, which are limited, 
and upon which—in a period of rapid ex- 
pansion like the present—there are many 
and growing demands by new disciplines 
and the extension of existing disciplines. 

Yours faithfully, 
DONALD COUSINS, B.COM., F.C.A., 
Professor of Accounting and 
Administration. 
University of Birmingham. 


Section 130 (i) (6), Income Tax Act, 
1952, is inoperative. No further relief is, 
therefore, due under Section 142.” 

It would appear the loss for the final 
period would be due for relief under the 
provisions of Section 341, Income Tax 
Act, 1952. Would the loss for the year 
ended April 5, 1960, be similarly allow- 
able against my client’s statutory income 
for the year 1959/60, in addition to the 
amount allowed under Section 142 for 
that year? 

Capital allowances have not been re- 
lieved in view of the losses, and unre- 
lieved amounts due to the difference 
between cost and realised value on sale 
appear to be due. 


Reply.—Relief under Section 142 is 
given in the year of assessment based on 
the year of loss; the Inspector is therefore 
correct. The loss for 1959/60, not having 
been used under any other provision of 
the Act, is available for relief under 
Section 341 either in 1959/60 or in 
1960/61 (see Section 15, Finance Act, 
1953). Unrelieved capital allowances not 
exceeding the allowances of the year of 
assessment can be added to the loss for 
1959/60 and 1960/61 (see Section 20, 
Finance Act, 1954). 


READERS’ POINTS AND 
QUERIES 


This is a forum in which readers may 
make known points of interest in 
accountancy, taxation and allied sub- 
jects and pose their queries, These 
should be addressed to: The Editor, 
ACCOUNTANCY, The Institute of Char- 
tered Accountants in England and 
Wales, Moorgate Place, London, 
E.C.2. 
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A CENTURY OF BANKING SERVICE 


The experience and knowledge gained during 100 
years of close association with every phase of 
commercial life in New Zealand enable us to place 
at the disposal of all who are interested in the 
Dominion a first-class and up-to-date banking and 
information service. 

Enquiries are welcomed by our London Office and 
by the Trade and Information Section of the 
Overseas Department at Head Office. 


BANK OF NEW ZEALAND 


(Incorporated with limited liability in New Zealand in 1861) 


LONDON MAIN OFFICE: 

1 QUEEN VICTORIA STREET, EC4 
A.R.Frethey,Manager A.E. Abel, Assistant Manager 
PICCADILLY CIRCUS OFFICE: 54 REGENT ST., Wl 
HEAD OFFICE: WELLINGTON, NEW ZEALAND 
Over 380 Branches and Agencies 


Matter “INTEREST” you 


The Society offers complete secu- 
rity, attractive rates of interest 
you pounds—safely. There are de- With income tax paid by the Society 
partments to meet the needs of all 24 your capital is available at short 

notice if required. Write now for 
types o' oe free brochure. 


Assets Exceed £27,480,000 


An investment in the Bradford 
Permanent is profitable, it will earn 


"BRADFORD PERMANENT 


— BUILDING SOCIETY 


Member of the Building Societies Association 


Chief Office: 57-63 SUNBRIDGE RD., BRADFORD, 1. Tel. 26303 (5 tines) 
London Office: 6 MADDOX ST. Tel. MAYfair 8538 
Branches and Agencies throughout the Country 


Today's familiar 
Kalamazoo 
@ years old. in 1960 


have bright 


ideas! 


11° Nominal or Private Ledger 


The only ledger specially designed for 
this work. Never full. Compact and 
scientific. 


14 Fire - whoosh! 


Your Accountancy records destroyed? 
Not with the unique Kalamazoo-Chubb 
Card Fast equipment. Efficiency and 
protection. 


27 Minutes 


Unlimited copies, binders for individual 
directors or Committee members. A 
master reference index, automatically 
built up, of past minutes either in full 
or abbreviated. 


28 Hire Purchase 
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Hirer’s card, collector’s record written 
simultaneously. Increased protection. 
Less work, more calls. A happy solution. 


To: KALAMAZOO Ltp. 
NORTHFIELD 
BIRMINGHAM 31 
Please Iet me have details of the items 

ticked without obligation. 


Please tick 11 14 27 28 
Name 
Name of Company 
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SHARES DEPARTMENT 
4% 33% 34% 


Neville Jndustrial Securities Ltd. 
and 
Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with a view to the alleviation of Sur Tax 
and Death Duty problems in cases where flotation is not suitable or is not desired 
| by the Proprietors of the business. 


For the information of investors a Quarterly List giving particulars of al] companies sponsored 
is available on application. 


Reville House, 4246 Bagley Road, Edgbaston, Birmingham, 16 


Telephone: Edgbaston 543 1-2-3-4 
Telegrams : Trustnevil Birmingham 


FINANCIAL 
CONTROL 


FOR THE 
SMALL MANUFACTURER 


SECOND EDITION 


By 
FRANCIS SIMMONDS 
F.C.W.A., A.M.LLA. 


‘The explanations and examples given of the use of control 
information are excellent, but the treatment of the part 
budgeting and forecasting have to play in the successful 
operation of the small type of business deserves even higher 
commendation. Mr Simmonds makes it all clear.’ — Cost 
Accountant, 

‘Will be invaluable not only to the small manufacturer, both 
for his own assistance and for the guidance of his staff, but 
to the professional accountant who is called upon to advise 
the small manufacturer.’ - The Accountant. 


18s 6d net (by post 19s 6d) 


JORDAN & SONS LIMITED 


Company Registration Agents, Printers and Publishers 
_116 CHANCERY LANE, LONDON, WC2 


INSTITUTE OF 
ARBITRATORS 


Founded 1915 


The Institute seeks to promote the 
settlement of disputes by arbitration; to 
afford instruction in the law and practice 
of arbitration; to admit qualified persons 
to membership and foster their interests; 
to maintain a panel of experienced arbit- 
rators; and to provide a central organi- 
sation in furtherance of its objects. 


Practice Arbitrations are arranged; 
lecture meetings are held; and examina- 
tions take place twice yearly. 


Fellows and Associates of The Insti- 
tute of Chartered Accountants may be 
exempted from the examinations. 


27 REGENT STREET, LONDON, S.W.! 
REGent 6426 
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Machines in Business 


Computer to Aid with G.C.E. 

LONDON UNIVERSITY HAS ordered a type 
1301 electronic computer from Inter- 
national Computers and Tabulators Ltd. 
for use in the pre- and post-examination 
processes associated with the G.C.E. For 
the past three years the University has 
been using standard punched card equip- 
ment for this work, but the number of 
candidates sitting the examination has 
been rising steadily and is expected to be 
170,000 in the summer of 1962, involving 
the marking and evaluation of some 
800,000 papers. To meet this increasingly 
large commitment the University autho- 
rities have decided to take advantage of 
the faster and more progressive methods 
available through the use of a computer. 

Much preparatory work has to be done 
between the receipt of entries and the 
examinations themselves. Entries have 
to be checked for validity and to ensure 
that there are no clashes in the examina- 
tion timetable of any candidate. The 
number of papers required for each sub- 
ject at each centre has to be established, 
and packing lists, attendance registers 
and marks sheets prepared. All this work 
is to be undertaken by the computer. 

A special problem is the allocation of 
some 12,000 private candidates, who sit 
the examination in the London area, to 
suitable examination halls. Allocation 
has to be such that there are no location 
or timetable clashes in the arrangements 
for any individual candidate, and that 
no candidate has to travel unduly from 
one centre to another. This too will be 
handled by the computer. 

Over 2,000 examiners are involved, 
covering a wide variety of subjects. There 
is great pressure upon the University to 
complete the marking of candidates’ 
papers, publish results and distribute 
certificates as soon as possible after the 
conclusion of the examinations, so the 
University is making use of the I.C.T. 
card mark-sensing technique. Examiners 
record the individual candidate’s mark 
in pencil on standard punched cards. On 
receipt at the University these cards are 
mechanically processed to convert the 
pencil marks into punched holes in the 
cards, which can then be read at high 
speed by the computer. 

Where several examiners are engaged 
in marking the same subject, the com- 
puter will prepare comprehensive mark 


distribution tables so that standardisa- 
tion can be readily achieved. It will 
calculate pass grades and prepare results 
tables. 


Norwich Council to Install Larger Com- 
puter 

Britain’s first magnetic file computer, the 
National-Elliott 405 installed in April, 
1957, by the City Treasurer’s Depart- 
ment, Norwich, is soon to be replaced 
by a larger machine of the same make. 
Among the established jobs of the pre- 
sent machine is rate accounting. Details 
of some 45,000 properties, 25,000 rate- 
payers and 45,000 water consumers are 
stored on magnetic film from which the 
computer automatically produces de- 
mand notes and departmental records. 
Payments are recorded on punched 
paper tape and fed into the machine at 
frequent intervals to keep the magnetic 
files up to date. Other operations per- 
formed include the payment of accounts, 
the analysis of expenditure over 4,000 
budget heads, the production of mort- 
gage records and dividend warrants, and 
the billing of sundry debtors. 

Although the present computer is a 
comparatively small one, it has achieved 
considerable savings in clerical labour. 
With the installation of the larger 
machine, it is estimated that staff reduc- 
tions will eventually amount to forty- 
four, despite the fact that the volume of 
work has risen in some areas by as much 
as one-third since the project began. 


E.D.P. Division Established by Heney- 
well 

Honeywell Controls Ltd. announces that 
the Honeywell 400 and Honeywell 800 
computers are to be available through 
its recently set up Electronic Data Pro- 
cessing Division in London. The Honey- 
well organisation, founded seventy-five 
years ago, now has factories in seven 
countries, including three in Britain, its 
headquarters being in Minneapolis, 
U.S.A. 

The Honeywell 800 is a medium-to- 
large system, and is claimed to be the 
only computer yet developed that will 
perform up to eight independent com- 
puting operations concurrently. It will, 
for example, answer a random enquiry, 
bring an inventory up to date, process a 
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payroll, perform a complex engineering 
calculation, make a special analysis, and 
handle three other jobs, all at the same 
time. The machine is claimed to be able 
to detect and correct errors without 
human intervention. Its average speed is 
40,000 three-address operations per 
second. Designed to suit both scientists 
and businessmen, the machine has been 
chosen by the Massachusetts Institute of 
Technology as a scientific computer, by 
Metropolitan Life as a business com- 
puter, and by several organisations for 
both purposes. Cash price is £395,000. 
Monthly rental: £8,500. 

The Honeywell 400, a junior version 
of the Honeywell 800, is a full-scale 
magnetic tape data processing system 
for small organisations, claimed to give 
magnetic tape and card processing at the 
cost of a card system. The Honeywell 
400 and 800 use the same tape units and 
other auxiliary equipment, so it is easy 
for a growing organisation to change 
from the 400 to the 800 when its pro- 
cessing needs warrant the larger system. 

The Honeywell 400 can handle 10,000 
three-address operations per second. 
Cash price is £139,000. Monthly rental: 
£3,090. 


Electronic Accounting for Banks 

Two National Post-Tronics have been 
supplied to the Aldwych branch of 
Lloyds Bank and are to take over the 
whole of the branch’s current accounts, 
formerly processed on conventional ac- 
counting machines. The main feature of 
the Post-Tronic, which costs about 
£6,000 and is no bigger than an office 
desk, is its ability to read’ information 
invisibly recorded in magnetic ink on 
the backs of normally printed docu- 
ments. When the operator inserts the 
special ledger card and statement, the 
machine automatically picks up the out- 
standing balance on the account and 
moves the card into the correct printing 
position. The Post-Tronic also verifies 
the selection of the account by com- 
paring the account number on the com- 
bined ledger account and statement with 
that on the posting voucher. It is only 
four years since the prototype Post- 
Tronic was demonstrated for the first 
time at the American Bankers’ Associa- 
tion’s annual convention. Today, there 
are understood to be about 6,000 of 
these machines at work in over 1,000 
different banks in the United States, and 
it is estimated that at least one-quarter 
of all American cheque account state- 
ments are prepared on equipment of this 
type 


In April the Westminster Bank be- 
came the first British bank to install an 
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electronic cheque sorter. The sorter, 
which automatically sorts mixed cheques 
and other documents at the rate of 750 
a minute, was developed by the National 
Cash Register Company Ltd. in con- 
junction with Pitney-Bowes Inc. During 
sorting the machine reads information 
imprinted on the cheques in magnetic 
ink. The E13-B magnetic ink character 
system adopted last December by the 
London Clearing Banks is employed. 


Building Society Orders a Computer 
Leicester Permanent Building Society 
has ordered an electronic computer to 
be located at Leicester which will take 
over the whole of the Society’s mortgage 
and investment records, together with 
such ancillary jobs as staff salary ac- 
counting. It is the first building society 
to announce its entry into the field of 
computers. 

The computer chosen is the recently 
announced N.C.R. 315, one of the most 
striking features of which is an entirely 
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new kind of electronic memory. Most of 
the large computers now working in 
Britain store information on reels of 
magnetic film or tape, which means that 
unless new transactions are processed in 
a predetermined sequence the computer 
has to spend much of its time hunting 
through thousands of feet of film or tape 
for the relevant on-file data. This diffi- 
culty is abolished by the N.C.R. Random 
Access Memory, making it possible for 
the Society to process branch transac- 
tions in random order immediately the 
details are received at the computing 
centre. Mortgage and investment records 
will be stored invisibly on special mag- 
netic cards, held in easily loaded cart- 
ridges. Each cartridge will contain over 
5,000,000 alpha-numeric characters of 
information, representing the names and 
addresses of many thousands of bor- 
rowers or investors, plus details of all 
transactions during the current account- 
ing period. Changing cartridges takes 
only thirty seconds; thus the new system 
will also provide an extremely fast and 


The electronic memory unit employed in the N.C.R. 315 


economical method of dealing with 
enquiries. 

The information stored on each mag- 
netic card can be up-dated over and over 
again, so each cartridge provides a per- 
petual file the contents of which need 
only be printed out at the end of the 
accounting period. This means that con- 
ventional documents will be practically 
eliminated. 

Technical data on magnetic card files 
are as follows: each card measures 3} in. 
wide by 14 in. long, and holds 21,700 
alpha-numeric characters, or 32,550 de- 
cimal digits. The removable cartridge or 
magazine contains 256 cards. Up to 
16 units can be simultaneously coupled 
to one 315 central processor. Average 
access time is 170 milli-seconds. 


m—a Piece of Cake 

Mr. N. D. Robinson, a mathematician at 
EMI Electronics Ltd.’s Hayes laborato- 
ries, recently programmed an EMIDEC 
1100 electronic computer to calculate the 
value of x. The computer worked it out 
to 10,880 decimal places—farther, it is 
believed, than the calculation has ever 
before been taken. There was still a re- 
mainder, but this was only to be ex- 
pected, since it can be proved theoreti- 
cally that ~ can never be worked out 
exactly. 

The operation, which was undertaken 
as a machine reliability test, involved 
thirty-five million separate calculations 
and occupied thirteen hours of com- 
puting time. It is estimated that the same 
task, done with paper and pencil, would 
have taken the average person sixty-five 
years, assuming that he worked a forty- 
hour week and took a forinight’s annual 
holiday. 

Mr. W. Shanks calculated x to 530 
decimal places in 1853. He continued his 
calculations to 707 places in 1873, but 
unfortunately, as was discovered recently, 
he made an error around the 530th place. 


Weighing-in-Motion 

A high-speed electronic weigher, able to 
balance and print out in less than three 
seconds the accurate weights of wagons 
as they move through a goods yard, has 
been developed by Fairbanks Morse & 
Co. Known as the Model Q, it is able to 
weigh as little as 60 Ib. by 1/10 Ib. incre- 
ments, or 800,000 Ib. by 200-Ib. incre- 
ments. The speed at which weigh-in- 
motion can be accomplished depends 
upon the nature of the installation. The 
fixed factor is the three-second period 
required for the machine to balance and 
print out. If an eighty-foot rail is used, 
railway wagons can be weighed as they 
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move into a plant at about three or four 
miles per hour. Under certain arrange- 
ments weight can be determined at ten 
to twelve miles per hour. 


G.P.O. Collaborates with Pool Pro- 
moters 

To help Littlewoods Pools in the 
mammoth task of sorting, counting, 
assembling and batching each week’s 
football pool investments, the Special 
Project Branch of International Com- 
puters and Tabulators Ltd. was invited to 
collaborate with Post Office engineers 
and Littlewoods’ technical experts to 
devise a machine to reduce the labour of 
postal-order sorting and counting. 

In order that a machine could operate 
with a light-sensing component, the 
G.P.O. assisted by coding postal orders 
by means of a code consisting of three 
horizontal lines pre-printed at the 
bottom of each order, the relative 
positions of these signifying the value of 
the order. The I.C.T. Automatic Postal 
Order Sorter-Counter, devised to meet 
the special needs of concerns like 
Littlewoods, accepts a stack of unsorted 
postal orders which are placed in its 
magazine face upwards, with the lower 
edges leading. The orders are then fed 
automatically through a sorting mechan- 
ism consisting of a light source above the 
track and a series of photocells below. 
Each of these cells is arranged opposite 


Publications 


Management, Organisation and Methods 
in the American Iron and Steel Industry. 
Report by a fact-finding Mission of the 
European Coal and Steel Community 
sent by the High Authority to the U.S.A. 
in March, 1957. Pp. IX +364. (E.C.S.C., 
2 Place de Metz, Luxembourg: free on 
application.) 

THE OBJECT OF this visit was to study, in 
the steel industry in the U.S.A., man- 
agement as a determining factor in 
productivity. Four companies were 
chosen: United States Steel, Bethlehem 
Steel, Inland Steel and Lukens Steel. In 
terms of ingot steel capacity the first 
three are first, second and eighth in the 
U.S.A., while Lukens is (or was) one of 
sixty-odd steel makers with a yearly 
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one of the positions in which a code 
mark can appear. Further photocells 
are used to detect the presence of a 
stamp or stamps. 

Postal orders pass in succession 
through the sensing unit at the rate of 
450 a minute and are then directed 
towards sixteen receiving boxes, twelve 
of which are coupled in pairs, into which 
the orders are diverted, as directed by 
the sensing mechanism according to their 
values. Orders are automatically counted 
separately for each receiving pocket. 
Once a receiving pocket has had its 
ration of 400 postal orders, the flow is 
diverted to the second pocket of the 
pair, while the operator removes the 
completed batch, which represents a 
convenient quantity for banking. 

In the present pilot installation the 
four most common values (2s., 2s. 6d., 
3s. and 5s.) are still extracted by hand. 
Of the remaining denominations, ex- 
perience has shown that those for Is., 
Is. 6d., 3s. 6d., 4s., 6s., and 10s. are the 
most common. The sorter is therefore 
set to extract these values on the first 
pass. Although five passes in all are 
needed to cover the many different 
values from 6d. to £5, it has been found 
that 68 per cent. of the total number of 
orders are extracted on the first pass, 
and a further 14 per cent. on the second. 

So far this single pilot sorting machine, 
while undergoing exhaustive tests, is 


output of less than one million tons of 
crude steel. In the cases of United States 
Steel and Bethlehem Steel the team 
examined the two largest privately- 
owned iron and steel companies in the 
world. 

Just over three weeks each was spent 
at the two larger companies and one 
week each at the two smaller, as well as 
shorter visits to the American Manage- 
ment Association and the American 
Iron and Steel Institute. Hardly long 
enough, one would have thought, for an 
understanding of the management tech- 
nique—which the report agrees is sig- 
nificantly different from continental 
practice. This is manifested in the cur- 
sory way in which the top level com- 
mittees at U.S. Steel are described. Yet 
the report is a mammoth work. Back- 
ground information on the industry and 
on the economic and social background 
of the American community is generous, 
and the supporting tables of capacities 
and outputs of the individual companies 
are most helpful. When the report is 
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handling only a part of the total intake 
of orders received each week. The 
document to be sorted can scarcely be 
described as the ideal subject for 
mechanised handling, as it will have 
passed through several hands and will 
almost invariably have been folded. 


“Computer Achievements,” a new 22- 
minute colour film, received its first 
showing in London on May 25. The 
world’s first large transistor computer 
for business use started work last autumn 
at the Nottingham office of Boots Pure 
Drug Company, on a system of merchan- 
dise accounting. In addition to showing 
this application, the film covers the 
B.M.C. installation at Longbridge (pay- 
roll and sales accounting), B.E.A.’s 
plans to handle complicated problems 
of inter-airline transfers and revenue 
accounting, the teleprinter system used 
by Barclays Bank to enable a computer 
to handle all the current accounting for 
over a dozen West End branches, and 
the R.A.O.C.’s use of a computer to 
account for the Army’s motor transport 
spares. A Russian-dubbed version of the 
film is reported to have attracted con- 
siderable attention at the British Trade 
Fair in Moscow. Another copy is to be 
shown in China in the very near future. 
Further showings are being arranged in 
London and the larger provincial centres. 


dealing in observable facts it is good. To 
English eyes its weakness lies in the con- 
clusions and generalisations drawn from 
these facts. 

It took four years for the English 
version of this report (translated from the 
original French) to appear. The indus- 
trious authors (two Frenchmen, a 
Dutchman, a German, a Belgian and an 
Italian) claim that “it can safely be 
assumed that the observations and con- 
clusions developed have not been greatly 
affected by the length of time which has 
elapsed.” One wonders whether time has 
not falsified some of their conclusions 
rather more than the authors expected. 
For example, the report states cate- 
gorically that “certain unwritten rules, 
such as no price competition, are being 
observed.” It is extremely doubtful 
whether this holds true today, particu- 
larly in recent times when there has been 
much short-time working in the in- 
dustry. Again, the report suggests that 
there was no evidence of any long-range 
forecasting of demand in any of the four 
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companies they visited. This is certainly 
untrue today, as a recent economic 
mission from the British Iron and Steel 
Federation would confirm. 

N.C.P. 


The Law of Stamp Duties. By J. G. 
Monroe, B.A., Barrister-at-Law. Third 
edition. Pp. xxviii+298. (Sweet & 
Maxwell: 42s.) 


THE AUTHOR ADMIRABLY expounds this 
complex branch of the law, based on 
seventy years of constantly shifting 
legislation. This edition carries the 
relevant statutes, which form a welcome 
appendix to the text. As before, the 
chapters unfold the subject in narrative 
form, and they cover the many decisions 
of the courts since the last edition in 
1956. Stamp duties are again to be 
altered this year, since the Chancellor 
has proposed in his Budget to make all 
bills of exchange subject to a flat rate 
twopenny duty. Formerly “time” bills 
were subject to an ad valorem duty of 
1s. per £100 in impressed stamps. In the 
future the financing of trade will be 
simplified and slightly cheapened, for 
as with “sight” bills (for example, 
cheques) the duty will be a constant 
twopence, and adhesive stamps may 
presumably be used. 

M.LT. 


Spicer and Pegler’s Practical Book- 
keeping and Commercial Knowledge. 
Eleventh edition, by W. W. Bigg, F.c.A., 
H. A. R. J. Wilson, F.c.A., and A. E. 
Langton, LL.B., F.C.A. Pp. xv+475. 
(A.F.L. (Publishers) Ltd.: 21s.) 


IF THE SURVIVAL of a textbook is proof 
of its soundness, Spicer and Pegler’s 
Practical Book-keeping and Commercial 
Knowledge, which celebrates its golden 
jubilee next year, must be of the highest 
order. The generation which is now 
taking its first, vital steps in professional 
life is the third to have the advantage of 
this work, an advantage which is not 
confined to student days. Accountants 
are slow to part with textbooks which 
have become old friends, though until 
one knows the book it is perhaps some- 
what surprising that the very first text- 
book of one’s career should still prove 
of value years later. Those practitioners 
honest enough to admit the use made of 
this book replace it from time to time— 
for Spicer and Pegler, like the pro- 
fession itself, develops as years go by. 
It would be tempting to say that the 
book grows, but this is scarcely true, the 
eleventh edition being a mere four pages 
longer than the tenth. But this simply 
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emphasises the main virtue of the work 
—the packing of so many subjects into 
such a small space. 

The changes between the tenth and 
eleventh editions provide a potted his- 
tory of the last three years. The relaxa- 
tion of the credit squeeze in 1957 and the 
subsequent reimposition of credit con- 
trol in a modified form in 1960 are 
reflected in the chapter on Money, 
Banking and Exchange, as are the steps 
taken in 1958 towards the fuller con- 
vertibility of sterling. Notes have been 
added on such matters as the European 
Common Market, the European Free 
Trade Association, the National Gradu- 
ated Pensions Scheme, and the opera- 
tion of the Restrictive Practices Act. 
Accounting ratios are now touched upon 
in Chapter XII, a short section has been 
added on investment clubs, and the 
matter on takeover bids has been con- 
siderably amplified. But the book re- 
mains what it set out to be: a primer of 
book-keeping and business methods. 

Students are fortunate to have such 
a lucid, up-to-date textbook to guide 
them in their early studies. 

G.A.H. 


Not Enough Competition? By John 
Heath. Pp. 47. (Barrie & Rockliff for 
Institute of Economic Affairs: 3s. 6d.) 


HOBART PAPER 11 is an interesting analy- 
tical and, to a more limited extent, des- 
criptive study of restrictive practices. 

Commencing with an enquiry into the 
need for and the nature of competition, 
the author examines the effects of restric- 
tive price agreements and considers the 
theoretical case for permitting some 
restrictive practices, concluding, how- 
ever, that “it must be the task of the 
state to ensure that the competitive 
element is present.” 

A summary of the main provisions of 
the existing legislation is followed by an 
examination of the economic conse- 
quences of the 1956 Act based on a 
survey carried out through interview and 
questionnaire of a substantial number of 
cases in which restrictions had been 
removed. 

The study ends with a consideration 
of the framework of future policy in 
which the author submits proposals for 
strengthening the 1956 Act, urging, inter 
alia, the regulation of information (or 
“open price’’) agreements. He points out 
the implications of restrictive agreements 
on European Free Trade Association 
commitments and the European Econo- 
mic Community, and makes recommen- 
dations, in general terms, designed to 
facilitate the entry of new competition 


and to render more effective existing 
competition. 

This is a highly critical, well-balanced 
and carefully prepared analysis. It is 
without doubt a valuable contribution to 
the studies in this field. 

H.H. 


Sales Accounting Methods. By R. H. de 
G. Matley, B.sC.(ECON.). Pp. viii+151. 
(Institute of Office Management: 35s.) 


THIS WELL-ILLUSTRATED short book will 
doubtless prove attractive to both 
students and practitioners. In recent 
years a wide variety of methods, has 
been evolved for the carrying out of 
functions such as invoicing, the prepara- 
tion of sales and purchase ledgers, stock 
control and payroll. No little knowledge 
is now required if competent advice is to 
be given on the most suitable procedure 
in a given set of circumstances, and pro- 
gress in this field is so rapid that only 
those who devote all their energies to the 
installation of procedures are likely to 
keep fully abreast of developments. 

Devoted as it is solely to sales ac- 
counting, this work avoids the com- 
plexity of more general treatises on 
mechanical methods, yet it takes the 
reader step by step from the classical 
method of recording sales in the journal, 
through loose-leaf ledgers, machine 
aids, keyboard accounting machines, 
multi-register machines, analysis 
machines and punched-card equipment, 
right up to the automatic office and 
electronic computer. It sticks to general 
principles, stating clearly the advantages 
and disadvantages of the various 
methods without discussing the merits 
or demerits of particular makes of 
machine. 

Emphasis has been placed throughout 
upon practice rather than theory, and 
case studies have been given prominence. 
Many books, particularly those origi- 
nating in the United States of America, 
now employ case studies as a means of 
developing practical and managerial 
abilities, and there is no doubt that 
much can be gained by a group studying 
them under a suitable teacher. Only too 
often, however, a case study supplies the 
questions but, if the reader is on his own, 
fails to provide the answers. The case 
studies here are not of this type—they 
do not leave the reader in the air, but 
show him how “acceptable improve- 
ments on an existing method” were 
arrived at “under pressure of various 
limiting factors and requirements of 
policy.”” These are not perfect solutions 
reached after exhaustive investigation 
pursued under ideal conditions, but 
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He may not have the touch of a master, but 
his achievement is probably as great—he 
is a Spastic. The muscle-controlling part 
of his brain was damaged at birth, and he 
had to be taught with patience, care and 
affection how to use his limbs. 

The National Spastics Society has 
announced a £2 million endowment for the 
world's first Child Health Research Unit 
under the Prince Philip Professor of 
Paediatric Research. 

Will you help us in this work, and remember 
the Society when advising your clients on 
charitable legacies. 


Loving care costs money 


“Ses Spastics need the help of Accountants now! 


Macq’ THE NATIONAL SPASTICS SOCIETY, 12 Park Crescent, London, W.1. MUSeum 5020 
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—and go-ahead employers see that staff do eat regularly and well. 
The little extra effort is repaid in many ways—in greater alertness, 
better resistance to stress and strain, increased efficiency 

during the afternoon, and reduced sickness and absenteeism. 

Ten thousand concerns throughout the country now use the 
national Luncheon Voucher Service, and so ensure that their staffs 
eat well to work well. In the interests of your staff welfare and 
better business... find out about Luncheon Vouchers. 


LiVely ou 


employers LV ELuncheon Vouchers 


ZLumcheom Wouchers XK.uirmited 


Write for details to: HEAD OFFICE 
22 GOLDEN SQUARE - LONDON, W.1 - REGENT 5711 AND O693 
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practical case histories. 

Among the special problems con- 
sidered are ledgerless accounting, cycle 
billing, hire purchase accounting and 
“forward dating.”’ Audit requirements 
and the accounting for export sales are 
also considered. 

This is a work to be recommended to 
all who aim at reducing office costs and 
promoting efficiency. 

G.A.H. 


The Services of a Solicitor. By H. J. B. 
Cockshutt. Pp. 127. (Hodder & Stough- 
ton: 2s. 6d.) 


THIS BOOK IS published under the aus- 
pices of the Law Society, and its object 
is “to tell the public something of what 
solicitors . . . do and how they can help 
the ordinary man and woman not only 
when in trouble but in dealing with the 
normal day-to-day problems and ques- 
tions of our complex life.’ In fact, it is 
an unprecedented essay in group adver- 
tising by the solicitors’ branch of the 
legal profession. The need for such an 
essay had no doubt been caused by the 
ability of an expanding section of the 
community to engage for the first time 
in motoring, hire-purchase, matrimonial 
proceedings and house purchase. The 
enlightenment of such persons upon the 
availability of professional advice is a 
service which Mr. Cockshutt has admir- 
ably performed. 

The book is divided into two parts. 
The second is devoted to specific illus- 
trations of a solicitor’s usefulness. It is 
a pity that many of these are embodied 
in a dialogue form which is at best un- 
convincing, but the choice of topics is 
catholic and the treatment accurate. The 
first part is concerned to convey an 
image of the profession as a body which 
is available to all for inexpensive advice 
on both legal and non-legal problems. 
The still popular Dickensian image 
ought to be dimmed by this attractively 
produced and cheap little book. 

M.M. 


Income Tax, Surtax and Profits Tax. 
By R. Glynne Williams, F.C.A., F.T.1.1. 
Twenty-fifth edition. Pp. 518. (Cassell 
and Donnington Press: 27s. 6d.) 


THIS IS THE twenty-fifth edition, and 
some rearrangement and expansion of 
material has been made. The book is 
primarily intended as a students’ text- 
book covering the fields of income tax, 
surtax and profits tax in the United 
Kingdom, and it also deals with relief 
under double taxation agreements from 
the point of view of the taxpayer in the 
United Kingdom. 
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An introductory chapter outlines the 
administrative and legal arrangements by 
which tax is assessed and collected. The 
five schedules under which income tax 
is assessed are then treated at length, 
capital allowances being given a separate 
chapter. Further chapters deal with 
reliefs, treatment of losses, surtax, 
profits tax and double taxation relief. A 
final chapter is devoted to comprehen- 
sive examples of assessments, and in this 
way individual matters dealt with 
throughout the book are brought to- 
gether. In addition associated points in 
different chapters are extensively cross- 
referenced. The usefulness of this would 
be increased if page references were 
always given. 

For a book dealing with such com- 
plex topics the book is remarkably clear. 
In every case the points made are 
followed by examples. Where the text is 
difficult to follow, as is inevitable in tax 
matters at times, the examples should 
enable students to grasp the methods 
needed to handle the problem. 

A difficulty, perhaps inevitable in a 
book at this level, is that the clarity 
which the writer has so ably achieved 
has, in some places, been reached by 
over-simplification. The exposition of 
Sections 169 and 170 of the Income Tax 
Act, 1952, is excellent but gives the 
student no indication of the problems 
which can arise in relation to this part 
of the tax mechanism. The omission of 
references to cases (except in one foot- 
note) is also in some ways unfortunate 
(and may add to the impression that all 
income tax is simple). 

The comments on the topic of tax 
avoidance also suffer from oversimpli- 
fication. It is true that avoidance is 
legal, and that affairs may be arranged 
to minimise liability to taxation. The 
case on which the comments appear to 
be based (Duke of Westminster v. C.I.R. 
[1936] A.C. 1) is still good law, but at 
times the courts seem to have had 
doubts about the ethics of the tax 
avoidance game. It would have been 
worthwhile to indicate that in some 
fields the taxing Acts give the Inland 
Revenue powers to look behind the 
legal form to the real nature of trans- 
actions. 

These comments detract little from 
the strength of the book as an introduc- 
tion to the subject; even the weakest 
student will have little difficulty in 
handling the basic elements in income 
tax assessment if he conscientiously 
studies the text and examples. Though 
almost all legal books are out of date 
when printed, the current Budget has 
dealt kindly with this book. J.H.W. 
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The Waste Makers. By Vance Packard. 
Pp. x +340. (Longmans: 21s.) 


MR. VANCE PACKARD Clearly knows when 
he is on a good thing. First The Hidden 
Persuaders, then The Status Seekers, and 
now The Waste Makers—one “startling 
revelation”’ after another. The trouble is 
that, although there is something in each 
one of Mr. Packard's criticisms of our 
materialistic and acquisitive society, the 
evils with which his books deal have 
been so inflated for journalistic effect 
that the currency of social criticism as 
a whole is debased. Life, even suburban 
life in the United States, is not just the 
feverish rat-race which Mr. Packard 
represents it to be, with hidden per- 
suaders whispering advertisements under 
every pillow, status-seeking Joneses 
driving each other to ulcers and despair, 
and swindling manufacturers inciting 
helpless consumers to throw away half- 
used products and buy goods that 
quickly disintegrate—the theme song of 
The Waste Makers. 

It is still not possible to fool all the 
people all of the time, and least of all to 
fool them into thinking that Mr. Packard 
is an entirely disinterested observer of 
the consumption of his books. He has 
a clear vested interest in prophecies of 
doom. That being so, we can still look 
forward with pleasure to more harrow- 
ing doses — The Debt Creators, for 
example, or The Security Slaves or 
perhaps, who knows, The Tax Avoiders. 


Books Received 


The Pound at Home and Abroad. By Sir 
Ralph Hawtrey. Pp. vii+-212. (Longmans: 
27s. 6d.) 

Absence From Work: Incidence, Cost and 
Control. Pp. x+53. (British Institute of 
Management: 10s. 6d.) See Professional 
Note in March, page 128. 


A Market for Labour. By D. J. Robertson. 
Hobart Paper 12. Pp. 46. (Barrie and 
Rockliff for Institute of Economic Affairs: 
3s. 6d.) 

Developments in Pakistan Economy since 
the Revolution. By Anwar Iqbal Qureshi, 
M.A., M.SC.(ECON.), PH.D. Pp. 195. (Nabeel 
Publishing House, 2a Queens Road, 
Karachi, 2.:Rs. 5.) 

Mathematics in Your World. By Karl 
Menninger. Translated from the German by 
P. S. Morrell, B.A., and J. E. Blamey, B.A. 
Pp. viii+244. (Bell: 21s.) 

Ten Years’ Yields of Apples and Pears, 
Report No. 6 on the Economics of Fruit 
Farming. By R. R. W. Folley. Pp. 55. 
(Department of Agricultural Economics, 
Wye College, Ashford, Kent: 5s. post free.) 
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Legal Notes 


Contract and Tort— 

Nuisance by Smell, Smuts and Noise 
“This is a case if ever there was one,” 
said Veale, J., in Halsey v. Esso Pet- 
roleum Co. Ltd. [1961] 1 W.L.R. 683, 
“of the little man asking for the protec- 
tion of the law against the activities of a 
large and powerful neighbour.’’ The 
plaintiff lived in a small terrace house 
opposite the oil company’s Fulham 
depét. He complained of the way it 
carried on its business under three 
headings: noise, in that the machinery 
and the large number of tankers calling 
at night disturbed his rest; smell, because 
of a particular intermittent smell des- 
cribed as pungent, rather nauseating 
and of an oily character; smuts, in that 
the depdt chimneys gave out injurious 
sulphate drops which fell on his washing 
and motor car and caused damage to 
the fabric of the one and the paintwork 
of the other. “In an urban area,” the 
Judge said, “everyone must put up 
with a certain amount of discomfort 
and annoyance from the activities of 
neighbours, and the law must strike a 
fair and reasonable balance between the 
right of the plaintiff on the one hand to 
the undisturbed enjoyment of his 
property, and the right of the defendant 
on the other hand to use his property 
for his own lawful enjoyment. That is 
how I approach this case.”” On the facts 
proved it was held that the noises did 
constitute a private nuisance (that is, 
one with reference to the occupation of 
specific land); that the smuts on the 
washing were also a private nuisance, 
while those on the motor car were a 
public nuisance (that is, one incon- 
veniencing the public in general and the 
plaintiff in particular, so as to give him a 
right of action); that the smell was bad 
and frequent enough to be a private 
nuisance notwithstanding that it caused 
no injury to health. The plaintiff was 
awarded damages and injunctions re- 
straining the oil company from repeating 
the nuisances. 


Contract and Tort— 
Vicarious Liability of Employer 

The question arose in Hilton vr. 
Thomas Burton (Rhodes) Ltd. [1961] 1 
W.L.R. 705 whether the employer 
company was liable to the widow of an 
employee, who died through the negli- 
gence of a fellow servant of the company, 
to make compensation for the death. 


Diplock, J., phrased the test thus: was 
the fellow servant doing something he 
was employed to do? If so, however 
improper the manner in which he was 
doing it, whether negligently, or even 
fraudulently or contrary to express or- 
ders, the employer was liable. In thiscase 
the deceased employee was working on a 
demolition site. He and some others had 
taken the view that they had done 
enough work to pass muster, and were 
filling in the rest of their time until their 
hours of work came to an end. After 
sitting and chatting on the job for a 
while, as a further means of filling in 
time until they could go home and draw 
their pay they went on the journey to a 
café on which the employee in question 
was killed. Having found these facts, the 
Judge could not hold that the negligent 
fellow servant, who by negligent driving 
on the journey to the café killed the 
plaintiff widow’s husband, was doing 
something he was employed to do. 
Consequently the defendant company 
was not vicariously liable for the negli- 
gence. 


Miscellaneous— 

The Day on which a Limitation Period 

Expires 

Section 2 (1) of the Limitation Act, 

1939, provides: 
The following actions shall not be 
brought after the expiration of six years 
from the date on which the cause of 
action accrued, that is to say: actions 
founded on simple contract or on tort... 


By the Law Reform (Limitation of 
Actions, etc.) Act, 1954, the period of 
six years is reduced to one of three years 
in respect of actions for damages for 
negligence, nuisance or breach of duty 
where the damages claimed by the 
plaintiff consist of or include damages in 
respect of personal injuries to any 
person. Marren »v. Dawson, Bentley & 
Co. Ltd. [1961] 2 W.L.R. 679 was a case 
where the plaintiff was claiming damages 
for personal injuries caused by the 
defendants’ negligence, and the Judge, 
having found the negligence proved, 
had to consider the defence that the 
writ was issued one day after the three 
year period had expired, and that the 
action was therefore barred by the 
statutes above quoted. The accident 
happened at 1.30 p.m. on November 8, 
1954, and the writ was issued on Novem- 
ber 8, 1957, so that the question 


amounted to this: is the limitation 
period of three years to be counted so 
as to begin on the day when the acci- 
dent took place and gave rise to the 
cause of action, or is it to begin on the 
following day? No direct authority 
could be found on this point, but in- 
direct authorities in respect of periods 
appointed under other Acts were cited, 
all except one to the effect that the 
period should begin the day after the 
cause of action (or whatever it might be) 
arose or happened. Havers, J., was 
moved by the argument that if the 
period were one day and the cause of 
action arose a few minutes before 
midnight, then the period would be for 
all practical purposes of no use whatso- 
ever to the person for whom it was 
appointed, unless the period began the 
day after the day when the cause of 
action arose. Both upon the argument 
and upon the authorities, one of which 
he felt to be binding on him, the Judge 
held that the period must begin the day 
after the cause of action arose, and that 
therefore the defence that the claim was 
statute barred was bad. 


Miscellaneous— 
Motor Car without Engine is 
Mechanically Propelled 

In Newberry v. Simmonds [1961] 2 
W.L.R. 675, an owner of a motor car 
parked on the public highway had been 
prosecuted for omitting to have an 
excise licence in force to cover it. The 
justices found the following facts: (a) 
between November 7, 1959, and Decem- 
ber 3, 1959, the defendant kept his 
motor car on the public highway; (5) 
during the period aforesaid the car bore 
an expired Road Fund licence; (c) the 
defendant admitted that he had no 
current Road Fund licence for the car; 
(d) by appearance (that is to say, with- 
out lifting the bonnet), the car was an 
ordinary motor car. The defence was 
that as no engine was in the motor car 
during the relevant period it was not a 
“mechanically propelled vehicle,” and 
therefore no licence was necessary. 

The Divisional Court decided that this 
defence was not good enough. It held 
that while it might be that a vehicle 
which had had its mechanical means of 
propulsion permanently removed might 
cease to be “mechanically propelled,” 
yet a motor car does not cease to be 
“mechanically propelled’ upon the 
mere removal of the engine where the 
evidence admits the possibility that the 
engine may shortly be replaced and the 
motive power restored. Consequently 
the Court sent the case back to the 
justices with a direction to convict. 
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An Accountant’s Guide 
to Recent Law 


STATUTORY INSTRUMENTS 

No. 834. Carriage of Air (Parties to Conven- 
tion) Order. Consolidating with amendments 
the Order of 1958. 

No. 868. Exchange of Securities (No. 2) Rules. 
Prescribing procedure for acceptance of offer 
to exchange 3 per cent. Defence Bonds for 
5 per cent. Bonds. 

No. 901. Trustee Savings Banks (Rate of In- 
terest) Order. See Professional Note in this 
issue. 

No. 904. Factories (Notice of Accidents, etc.) 
Order. Prescribing form of written notice to 
be send to Inspector. 


DECISIONS OF THE COURTS 
Accountant 
Damages awarded for disclosure without 
authority of contents of client’s income tax 
return to solicitors for plaintiff in previous 
action. 

Fogg v. Goulter. (110 L.J. 718.) 


Administration 
Joint grant for distribution of personal pro- 
perty of intestate validly married by native laws 
and custom of Ghana which recognised exist- 
ence of more than one wife. 

Coleman v. Shang. (2 All E.R. 406.) 


Contract 
On hiring on hire purchase there is an implied 
condition that the goods are reasonably fit for 
the purpose for which hired, unless at the time 
of hiring there is a defect apparent to hirer and 
he did not rely on the skill and judgment of 
owner. 

Yeoman Credit Ltd. v. Apps. (2 AlLE.R. 281.) 


Estoppel_ 
There is no logical distinction quoad estoppel 
between prevention of a positive statutory duty 
and the prevention of the exercise of a statutory 
discretion. 
Southend-on-Sea Corporation vy. Hodgson 
(Wickford) Ltd. (2 W.L.R. 806.) 


Factory 
Fact that jaws of machine were not so fenced 
as to prevent a tool held by plaintiff from 
coming into contact with them did not amount 
to breach of Section 14 (1) of Factories Act, 
1937. 
Sparrow v. Fairey Aviation Co. Ltd. (1 W.L.R. 
844.) 
But this decision not followed in 
Johnson v. J. Stone & Co. (Charlton) Ltd. 
(1 W.L.R. 849.) 


Guarantee or Indemnity 
Undertaking by adult to indemnify finance 
company against loss resulting from infant’s 
hire purchase agreement held on true con- 
struction to be a contract of indemnity and 
not guarantee. 

Yeoman Credit Ltd. v. Latter. (1 W.L.R. 828.) 


Estate Agent 
“Anyone prepared to purchase’’—no right to 
commission when vendor refused to proceed 
with sale, as agreement was made “subject to 
contract.” 
Martin Gale & Wright v. Buswell. (105 S.J. 
466.) 


Husband and Wife 
Application to vary maintenance agreement 
under Section 1 (3) (a) of the Maintenance 
Agreements Act, 1957, on ground of change 
in circumstances refused. 

K. v. K. (1 W.L.R. 802.) 


Landlord and Tenant 
Section 146 (4) of Law of Property Act, 1925, 
gives court the widest discretion as to terms 
upon which relief should be granted in case of 
forfeiture of lease. 

Chatham Empire Theatre (1955) Ltd. v. 

Ultrans Ltd. (1 W.L.R. 817.) 
Whether landlord in underlease liable to ten- 
ant’s assignee for damages arising from failure 
~ repair under repairing covenant in head 
ease. 

Ayling v. Wade. (2 All E.R. 399.) 


Licensing 
Whether supply of intoxicating liquor ancillary 
to supply of refreshment under Licensing Act, 
1953, Section 104 (1) (a). 
Regina v. Liverpool Licensing Justices. Ex 
parte Tynan. (1 W.L.R. 837.) 


Limitation of Action 
Day of accident to be excluded from computa- 
tion of period within which action in tort 
should be brought. 
Marren vy. Dawson Bentley & Co. Ltd. (2 All 
E.R. 270.) See page 374. 


Road Traffic 
Car held to be “left in a parking place” when 
motorist left it to obtain change for a parking 
meter, 
Strong v. Dawtry. (1 W.L.R. 841.) 
Sale of Goods 
Requirement of merchantability in c. & f. con- 
tract covered arrival at destination and a reason- 
able time for disposal thereafter. 
Mash & Murrell Ltd. v. Joseph I. Emanuel 
Ltd. (1 W.L.R. 862.) 


Trust 
Power conferred by Section 32 of Trustee Act, 
1925, to apply capital moneys for the advance- 
ment or benefit of a person entitled to the 
capital of trust property could be exercised 
only by reference to the actual circumstance of 
the object of the power requiring to be bene- 
fited at the time of the exercise of the power, 
and did not authorise a resettlement in the guise 
of an advancement by creation of new trusts 
merely because the trustees thought the latter 
would be more beneficial to object of power. 
Inre Pilkington’s WillTrusts. (2 W.L.R. 776.) 


Will 
Whether illegitimate child could take under 
gift to “children.” 

In re Salmon’s Will Trusts. (105 S.J. 406.) 


ARTICLES 
Solicitors’ Journal 
Vol. 105, page 
‘ 397 
415 
418 


The Power that Vanished 
False Economy .. 
Ultra Vires Rule 
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Law Times 
Vol. 231, page 
Rating—The Profits Basis 
Variation of Settlements 
Powers of Trusts? 
The Ambit of Powers of Advancement 
A Scheme to Avoid the Accumulation 
Period . 


Law Journal 
Vol. 110, page 
Accountant’s Duty of Secrecy and Care 714 
Vol. 111, page 
Auditor’s Position in a Company : 
Head Companies of Groups .. is 51 
Dividends on a Legacy of Shares 
“Surviving” in Accruer Clauses A 
Exempt Private Companies and Capiti 
Deminutio 
Financial Expert's Duty to Investors . 
Glass Gifts ae 
Probate and Administration Oaths 


Law Quarterly Review 
Vol. 77, page 
The Mischief of Secret Trusts . ; 
Mutuality in Contract . 
Fundamental Breach of Contract 


The Conveyancer 

Vol. 25, page 

Rating Valuation 93 

Option Clauses in Leases 116 
Escrows .. 


ABBREVIATIONS USED 
All E.R. The All England Reports 
T.N.—The Times Newspaper. 
W.L.R.—The Weekly Law Reports. 
Note: Taxation cases and articles excluded 


Notices 


The Accountants’ Christian Fellowship will 
hold its monthly meeting for Bible reading 
and prayer at 1 p.m. on Monday, July 3, in 
the vestry at St. Mary Woolnoth Church, 
London, E.C.3. 


The new chief office of the Borough Building 
Society in Parker Lane, Burnley, was 
Officially opened on June 6 by Sir Harold 
Parkinson, K.B.E., J.P., President of the 
North Western Building Societies Associa- 
tion. 


The first British conference to discuss the 
purely social and economic aspects of auto- 
mation will be held in Harrogate from 
June 27 to 30 under the sponsorship of 
eight of the member organisations of the 
British Conference on Automation and 
Computation: British Institute of Manage- 
ment, British Productivity Council, Depart- 
ment of Scientific and Industrial Research, 
Institute of Cost and Works Accountants, 
Institute of Personnel Management, Institu- 
tion of Production Engineers, Tavistock 
Institute of Human Relations and the 
T.U.C. The conference will be opened by 
Viscount Hailsham, Minister of Science, 
and Sir Walter Puckey, Chairman of 
B.O.A.C., will preside. A long list of dis- 
tinguished speakers will deal with the 
multiple aspects to be considered. 


- ; 
ap 
» 
* 
ate 
é 
yey 
Bret 
‘ 
=) 
f 


376 


The Student’s Columns 


THE CORRECTION OF ERRORS 


ERRORS WHICH DO not affect the trial balance may come to 
light when a customer complains that he has been charged 
for goods which he never ordered or received, or when a 
supplier’s statement does not agree with his account. 
Alternatively, they may be discovered as a result of an 
audit, either internal or external. Correction is, of course, 
quite simple. If, for instance, L. Howe has been charged 
£12 in resp¢ct of goods supplied to H. Lowe, the correct- 
ing journal entry will be as follows: 


JOURNAL 


H. Lowe .. 12 
To L. Howe .. 12 


Being correction of error in posting Sales Day 
Book, p. 124 

Errors which affect the agreement of the trial balance 
are dealt with by inserting in an account entitled “‘Sus- 
pense Account—Difference in Books”’ such a figure as 
will cause that statement to balance. If the total of the 
credit side of the trial balance exceeds that of the debit by 
£100, for instance, it will be necessary to insert a debit 
balance of £100 in order to make the trial balance agree. 
As an alternative to opening a suspense account, some 
accountants adopt the somewhat dubious device of 
burying the difference in some such account as General 
Expenses or Incidentals. The principle is the same, how- 
ever: an amount is inserted which is sufficient to make the 
books balance. There is no double entry in respect of 
such an item, since it is in effect merely a compensating 
entry for a number of errors already made. 

When an error causing a difference in the books is dis- 
covered, a corrective double entry is necessary, one side 
of which is to the suspense account and the other to that 
in which the error arose. There is one exception to this 
general rule: where an error was made in extracting the 
trial balance, and the ledger accounts themselves were 
correct, no adjustment of the “‘other account”’ is needed, 
but merely a one-sided entry in the suspense account. 
When every error has been discovered and corrected, the 
suspense account will be eliminated. Until this occurs, it 
is normal to include it as a balance sheet item in any 
accounts which are prepared. 


Problems on the correction of error are not particu- 
larly difficult, but they do require a clear head. Probably 
the best method of tackling them is to think, when making 
a corrective entry, not of the suspense account entry but 
of that in the account in which the error arose. It is often 
helpful to prepare skeleton ledger accounts—simple 
“‘T” shapes like those below enable one to visualise the 
entries needed far better than would otherwise be 
possible. 


Tilustration 
A sales invoice for £87, entered correctly in the sales journal, 
was posted in error to the credit of F. Fox as £78, instead of 
to B. Box. 
Since this is not a compensating error, it will affect the 
suspense account, as well as the accounts of Box and Fox. 
The transaction being a sale, a debit of £87 is required on 
Box’s account; and, since Fox was credited with £78 which 
he ought not to have been credited with, a debit of £78 is 
needed on that account to wipe out the original posting. In 
“T” accounts the result looks like this: 


BOX 
SUSPENSE ACCOUNT 87 | 
87 
78 
FOX 
78 | bf 78 
— 


Examination questions on the correction of errors 
rarely involve solely this: they often state the net profit 
before corrections were made, for instance, and ask for 
the computation of the true net profit. Also popular are 
questions involving both the correction of errors and the 
adjustment of the appropriate control account balances, 
and those requiring the correction of the final accounts 
themselves. 


Question 1 
Miss Take, the sole proprietor of a building contracting 


business, had prepared the following rough balance sheet 
as on June 30, 1960: 
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By Order of R. * 
P. » Receiver and Manager 
BEDLAM LANE, LONGFORD, COVENTRY. 


HENRY BUTCHER & CO. 


are instructed to offer for SALE BY AUCTION, in LOTS, 
at THE WORKS on THURSDAY, 6th JULY, 1 
at ELEVEN A.M. 


AS A FIRST LOT 
The Beneficial Interest in the’ Lease of the Compact Brick-built 
SINGLE-STOREY FACTORY 
incorporating SUITE OF OFFICES 
and containing a total approximate 
FLOOR SPACE OF 11,600 Sq. Ft. 
SPACIOUS OPEN YARD with excellent drive-in entrance 
Held on Lease at a Rental of £750 p.a. exclusive 
VACANT POSSESSION 
TO BE FOLLOWED BY THE SALE IN LOTS IN DETAIL of the 


SHEET METALWORKING PLANT 
MACHINERY, STORES AND EQUIPMENT 
including 
INCLINABLE AND RIGID POWER PRESSES UP TO 75, TONS, 
by “Taylor & Challen”, “Rhodes”, ““Horden & Mason”, “Lecra’ “Schu- 
ler”, “Sweeney & Blocksidge « “Edwards”, “Hump rhis”, “Primon” and 
others; “MORGAN?” 4 6” 4 6’ GEARED AND UNGEARED GUILLO- 
TINES; 10 TO 50 KVA ELECTRIC SPOT WELDERS by “Holden & 
Hunt”, A”, “Impetus” and “Met-Vick”; S.S. & S.C. AND CAPSTAN 
LATHES; HORIZONTAL AND VERTICAL MILLING MACHINES; 
“BAKEWELL” TAPPING MACHINES; “ALBA” TYPE 4S SHAPER; 
METAL BAND SAWS; “WRIGHT” 8° TABLE GRINDER; BENCH 
AND PILLAR DRILLING MACHINES; AIR COMPRESSOR SETS; 
“HYCADDY” STACKING TRUCK; “MORRIS” 1 TON HAND OVER- 
HEAD TRAVELLING CRANE; ENGINEERS’ SMALL TOOLS AND 
TEST ee ee 30 TONS STEEL SHEET AND STRIP; OFFICE 
E AND EQUIPMENT 


Combined Particulars of the Property and Catalogue of the Plant, Machinery 

and Equipment may be obtained of: 

Messrs. ROOKE LANE & CO., Chartered Accountants, 2 Norfolk 

Street, London, W.C.2. Telephone: TEMple Bar 3206, of 

Messrs. FARRER & CO., Solicitors, 66 Lincolns Inn Fields, London, 

W.C.2. Telephone: HOLborn 9756, and of 

Messrs. HENRY BUTCHER & CO., Auctioneers, Valuers & Surve: of 

Factories, Plant & Equipment, 73 Chancery Lane, London, W.C.2. 
Telephone: HOLborn 8411 (eight lines) 


By Order of the Receiver, C. E. M. Emmerson, Esq., F.C.A. 
Re: Walter Instruments Limited 


GARTH ROAD, MORDEN, SURREY. 


HENRY BUTCHER & CO. 


are instructed to offer for SALE BY AUCTION, in LOTS, 
at THE WORKS on WEDNESDAY, 26th JULY, 1961, 
and DAY FOLLOWING at ELEVEN A.M. EACH DAY the 


PLANT, MACHINERY 
STORES AND EQUIPMENT 
including 

S.S. & S.C. AND CAPSTAN LATHES by “‘Reed Prentice”, “Southbend”’ 
and Others; GRINDING, SHAPING AND SAWING MACHINES; 
MILLING "MACHINES ‘by “Cincinnati”, “Archdale” and Others 

RADIAL PILLAR AND BENCH DRILLS; “NEWALL” Ne. 0 JIG 
BORER; SINGLE SPINDLE AUTOMATICS by “C.V.A.” and “Brown 
& Sharpe”; POWER PRESSES UP TO 100 TONS by “Rhodes”, Taylor 
& Challen’’ and Others; POWER AND TREADLE GU ILLOTINES; 
PRESS BRAKES by “Rhodes’ , “Keotona” and “Rushworth”: 
WIRE CUTTING AND STRIPPING MACHINE; COIL WINDERS; 
WAX POTS; DRYING OVENS; PLATING VATS AND BARREL 
UNITS; MOTOR GENERATING SETS AND RECTIFIERS; AIR 
COMPRESSORS; SPRAY BOOTHS; LABORATORY AND TEST 
EQUIPMENT; ENGINEERS AND INSPECTION TOOLS; Benches; 
Racks; Cupboards; Time Clocks; OFFICE FURNITURE AND EQUIP- 

MENT; MOTOR VEHICLES 


The FREEHOLD LAND AND BUILDINGS, occupying a 
FLOOR SPACE of about 56,000 Sq. Ft. and a GROUND AREA of ap- 
proximately 3 Acres, will be offered for Sale by Auction at the Works 
immediately prior to the Sale of the Plant, Machinery and Equipment. 


Particulars and Co of Sale of the Property, also Cohen of the 
Plant, Machinery and Equipment (when ready) may be obtained o 

Messrs. JOSOLYNE, MILES & oo.. Chartered Accountants, > King 
Street, Cheapside, London, E.C.2, of 

Messrs. LINKLATER & PAINES, Solicitors, 59 Gresham Street, 
London, E.C.2, and of 

Messrs. HENRY BUTCHER & CO. Aamo, Valuers & Surveyors of 


Factories, Plant & Equipment, 73 Lane, London, W.C.2. 
Telephone: HOLborn 8411 (eight lines) 
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ACCOUNTANCY JUNE 1961 


£ 


6,500 
7,800 


Freehold premises 
Plant and machinery 
Stock and work in pro- 
9,750 
6,100 
170 


gress 
Book debts 
Cash in hand 


4,010 
3,900 


£30,320 £30,320 


Your examination of the books disclosed the following 
facts: 


(1) Stock on hand represents stock in stores valued at 
cost, but stock amounting to £755 had been omitted. Goods 
costing £420 had been received in June and included in 
stock in hand, but the invoice had not been received until 
July and had been omitted from creditors. Goods costing 
£125 had been taken from stock by Miss Take for her own 
use, and no record of this appeared in the books. 

(2) The cash in hand included a receipt given by an em- 
ployee for a loan to him of £100. 

(3) No provision had been made for travellers’ commis- 
sion amounting to £340; and interest to June 30, 1960, of 
£105 on the bank overdraft had not been taken into account. 

(4) Trade creditors included £500 for packages which had 
been returned to suppliers before June 30, 1960, and for 
which credit notes had not yet been received. They also 
included £1,200 received from H. Hurry as a payment on 
account in respect of work in progress. 

(5) A sales return (£96) by H. Smith was : posted to the 
debit of B. Smith’s account as £69. 

(6) Discounts received in March, 1960, £56, were posted 
in the general ledger as discounts allowed. 

(7) Proceeds of a sale of freehold premises, £1,200, were 
credited to sales account. No depreciation has been or is to 
be provided on freehold premises. 

(8) The amount necessary to balance the books had been 
debited (or credited, as the case may be) to general ex- 
penses account and thus charged in computing the profit for 
the year. 


You are required: 

(a) To prepare journal entries to give effect to the amend- 
ments necessary; 

(b) To give a summary of the adjustments to the profit 
and loss account for the year; and 


(c) To prepare a revised balance sheet as on June 30, 
1960. 


Solution 
(a) 


Stock .. 
To Trading Account 
Being stock omitted at June 30, 1960 


(1) 


Purchases Dr. 

ToA Creditor ‘ 

Being purchase invoice for stock in hand at 
June 30, 1960, not yet passed through the 


books. 


Drawings . 
To Trading Account 


Dr. 
Being goods taken for own use. - 


Loan to employee Dr. 
To Cash a 
Being loan to employee previously treated ¢ as 


cash in hand. 


To Expense Creditors 
Being provision for travellers’ commission. 


Bank interest - 
To Bank overdraft .. 
Being interest on bank overdraft. 


Sundry creditors 
To Purchase returns 
», Payment on account... 
Being purchase returns (packages) not pre- 
viously recorded, and payment on account 
previously treated as a sundry creditor. 


Dr. 


Dr. 


General Expenses 
To H. Smith 
» B. Smith .. 
Being sales return (£96) by H. Smith pre- 
viously posted to the debit of B. Smith's 
account as £69. 


Dr. 


General Expenses 
To Discounts received 
Discounts allowed 
Being discounts received in "March, 1960, 
(£56) previously posted as though they had 
been discounts allowed. 


Dr. 


Dr. 
To Freehold premises 
Being proceeds of sale of freehold premises 
previously credited to sales. 
NOTE: From the information provided it is 
not possible to show separately the 
profit or loss on sale. 


(b) Summary of Adjustments Required to the Profit and Loss Account 
£ 

. 5,500 

775 

125 


Profit for year per Balance Sheet .. 

Add: Stock omitted from Trading Account 
Goods taken for own use .. ae 
Purchase returns .. 

Discounts received and allowed 
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- Capital account: 
As on July 1, JOURNAL oa, 
1959 20,010 
for the year 5,500 | 
Dr. || 775 
25,510 = | 
ings for the — | 
420 
420 

Creditors: 
Trade ac- 
counts 3,450 — 
125 
(4) 1,700 
500 
1,200 ae 
96 
| 
112 
56 

— 1,200 
1,200 

500 ‘* 


— 
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b/f £7,012 1961. The estimated values on those dates were respectively 


Deduct: Purchase invoice not included .. -. 420 
Travellers’ commission .. 
Bank interest .. 
Sale of freehold premises or .. 1,200 
— 2,342 
Profit for year after adjustment £4,670 
(c) Revised Balance Sheet as on June 30, 1960 
£ £ £ £ 
Capital account: Freehold premises 5,300 
As on July 1, Plant and 
1959 20,010 machinery 7,800 
Add: Profit for Stock and work 
the year 4,670 in progress 10,525 
—_ Less: Payment on 
24,680 account 1,200 
Less: Drawings ——. 9,325 
for the year 3,225 Loan to employee 100 
21,455 Book debts 5,935 
Creditors: Cash in hand 70 
Trade accounts 2,170 
Expenses 900 
—— 3,070 
Bank overdraft 4,005 
£28,530 £28,530 
Question 2 


As on March 31, 1961, the book-keeper of Riddles Ltd. 
prepared a trial balance and included therein the balances 
of the debtors’ and creditors’ control accounts. The relevant 
details of these accounts were: 


Control Individual Balances 

Accounts Dr. Cr. 
Debtors’ ledger . £12,965 Dr. £16,068 £300 
Creditors’ ledger £7,890 Cr. £49 £7,550 


In the trial balance the credits exceeded the debits by 
£90, and the book-keeper completed draft accounts for the 
year ended March 31, 1961, by adding this difference to 
General Expenses. 

Examination revealed that: 

(1) £6,500 at the foot of a total column in the sales 
journal was carried forward as £5,600. 

(2) The year 1960 at the head of a total column in the 
sales returns journal was read as £1,960 and included in the 
cast. 

(3) An item of £57, representing a sale to F, was wrongly 
posted from the sales journal to the debit of G’s account in 
the creditors’ ledger as £507. 

(4) A three-months’ bill for £4,000 was received from H, 
a debtor, on February 28, 1961, and immediately discounted 
with the bank and the cash book was debited and H’s 
account credited with the net proceeds of £3,925; no other 
entries were recorded in respect of this transaction. 

(5) There were two errors in the treatment of cash dis- 
counts earned in the month of March, 1961. The total 
column was overcast by £100 and an item of £18 was posted 
to the debit of J’s account in the creditors’ ledger in the 
month of April, 1961. 

(6) A crate of scientific instruments was inadvertently 
omitted from stocktaking as on both March 31, 1960, and 


£1,000 and £800. 

(7) A loose leaf from the nominal ledger was discovered 
under the crate; it showed a balance of £90 due from a 
customer on loan account; the debt is regarded as irre- 
coverable. 

You are required: 

(a) To show the journal entries for correcting the errors 
and omissions affecting the control and other nominal 
accounts; and 

(b) To show the correcting adjustments requved in the 
debtors’ and creditors’ ledgers. 


Solution 
JOURNAL 
£ £ 
(1)} Debtors’ control account 900 
To Sales oa 900 
Being correction of en error in carry forward of 
total of sales journal from page . . . to page . 
(2)| Debtors’ control account 
To Returns inwards . 1,960 
Being correction of er error in | cast ‘of sales 
returns journal, page . 
(4)| Bills receivable .. .. Dr. || 4,000 
To Debtors’ control account | ; 4,000 
Being three-months’ bill for £4,000 received 
from H on February 28, 1961. 
Discounting charges .. am Dr. 75 
To Bills receivable .. : 4,000 
Being proceeds of H’s bill, previously posted 
in error to his personal account, together 
with discounting charges thereon. 
(5)| Discounts received 100 
To Creditors’ control account i 100 
Being correction ad casting error on cash 
book page . 


(6)| Trading account (stock at April 1, 1960) Dr. || 1,000 

To Profit and loss appropriation account . . 1,000 

Being omission from stock at March 31, 
1960, corrected by credit of additional 
profit to appropriation account. 

NOTE: Unless this entry is made the profit 
for 1960/61 will be inflated by a profit in 
fact belonging to 1959/60. Since the 
1960/61 accounts have not yet been 
finalised, there is no need to put through a 
corrective entry in respect of the stock at 
March 31, 1961: the revised figure will be 
employed when preparing the final 
accounts. 


(7)| Loan account .. 90 

To General expenses 90 

Being mislaid nominal ledger account returned 
to that ledger, and the elimination of the 
difference in books previously transferred 
to General Expenses. 


Bad Debts : 90 
To Provision for bad debts 90 
Being provision against loan to . . ., regarded 

as irrecoverable 


ted 
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(b) The corrective adjustments required in the debtors’ and creditors’ 
ledgers are as follows: 


(3) F’s account in the debtors’ ledger must be debited with £57, 
and G’s account in the creditors’ ledger credited with £507. 

(4) H’s account in the sales ledger should be adjusted as follows: 
Debit: Net proceeds of bill ee ee 

credited in error ; .. £3,925 
Credit: Bill receivable .. £4,000 

(5) The date of the entry in J 's account of £18 discount should 
be amended from April to March, and the balance on his account 
at March 31 reduced accordingly. 


NOTES: 

(1) Where debtors’ and creditors’ control accounts are 
maintained, they are normally regarded as memorandum 
accounts outside the double entry system (unless, of 
course, the somewhat old-fashioned, academic, system of 
employing an equal and opposite account in the personal 
ledgers is used, when the double entry is from the control 
account in the nominal ledger to that in the personal 
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ledger). There is no particular reason why the control 
account, rather than the individual accounts, should be 
regarded as memorandum—in fact accountants are not 
very consistent, for they treat debtors’ and creditors’ 
control accounts as memorandum records but the share 
capital account of a limited company as part of the double 
entry, though in reality it too is a control account (govern- 
ing the share register or share ledger). It is the same with 
the plant and machinery account: that is a control ac- 
count governing the plant register, but the latter is not 
usually looked upon as part of the double entry system. 
This question implies that the reverse of the usual view is 
to be taken, and that the control account is to be con- 
sidered within the double entry system, and the individual 
accounts outside it—some authorities would term them 
“third entries.” 

(2) As a useful exercise it is possible to prove that after 
the above adjustments the ledgers show the same balance 
as their control accounts. 


ALLOWANCES AND SURTAX 


WHEN COMPUTING AN individual’s liability to surtax for 
1956/57 and succeeding years, it is permissible to deduct 
from the total income the excess over £140 of the amount 
of the reliefs listed below to disclose the sum on which 
surtax is payable. The reliefs are: 


Personal relief 

Child relief 

Dependent relative relief 
Housekeeper and similar reliefs 
Daughter’s services relief 


For 1960/61 onwards, the additional relief of £40 for 
widows and others in respect of children is also deductible 
(Section 17, Finance Act, 1960). For 1961/62 onwards, if 
the present Finance Bill proposals are approved, earned 
income relief will also be deductible, with a further 
earnings allowance of the smaller of (i) the excess over 
£2,000 of the individual’s earned income after deducting 
the earned income relief, or (ii) £2,000. 

The effect of the giving of the new relief can be seen 
from the following two computations. (E.I.R.=earned 
income relief; P.R.=personal relief; C.R.=child relief; 
D.R.R.=dependent relative relief; W.E.I1.R.—wife’s 
earned income relief.) 


Illustration (1): 

A married man with three children aged 15, 9 and 6 con- 
tributes £60 per annum to his widowed mother’s maintenance. 
She has an income (other than the contribution) of £104 per 
annum. He receives a salary of £6,000 per annum from a 
directorship and holds 10,000 ordinary shares of £1 each in a 


company; the rate of dividend thereon has remained at 20 per 
cent. for several years. National insurance contributions and 
family allowances have been ignored. 


1960/61 1961/62 

£ £ 
6,000 6,000 
2,000 2,000 


8,000 8,000 


Income Tax payable 
under P.A.Y.E. 
or by deduction 
at source: 
£360 at reduced 

rate 
£5,903 at 7s. 9d. 


84 00 
2,287 8 3 


84 00 
2,287 8 3 


2,371 83 2,371 83 


£ 
Dividends 
— = 
E.LR. ane 
£4,005 890 
1/9 of 
£1,995 222 
1,112 1,112 
P.R. 240 240 Ba 
CR. 325 325 “SS 
DRR. 60 60 
—— 1,737 —— 1,737 
6,263 6,263 
£s. d. £s. d. 
> 
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£ & £ £ 1960/61 1961/62 
Surtax: Income Tax: ca & 
Earned income 6,000 Earned income 6,000 £644 at reduced 
Unearned income 2,000 Less: rates 150 10 0 150 10 0 
(a) 1,112 £4,126 at 7s. 9d. 1,598 16 6 1,598 16 6 
8,000 (b) Smaller 
P.R. 240 of £(6,000— 1,749 66 1,749 66 
C.R. 325 1,1 12-2,000 
D.R.R. 60 =) 2,888 or 
ao £2,000 2,000 Surtax: £ £ 
625 — 3,112 Earned income 
Less: 140 — as above 4,500 4,500 
— 485 2,888 Less: E.I.R. 945 
Unearned income 2,000 
3,555 
4,888 Less: Smaller of 
Less: Reliefs as £(3,555—2,000) 
opposite 485 =1,555 or £2,000 1,555 
£7,515 £4,403 2,000 
— — Unearned income 2,000 2,000 
Surtax £1,279 17 6 Surtax £378 36 a — 
6,500 4,000 
Less: Reliefs as in 
Note: Dependent relative relief will be limited to the contributions illustration (1) 485 485 
made. 
6,015 3,515 
Surtax £792 76 £202 12 6 
The reliefs involved in the computation of the surtax , or a 
liability for any year are always those used in computing £ 
the income tax liability for that year. Any change in the Wife’s earned income .. - e. 500 
latter will thus affect the former. The effect of a retire- Less: E.LR. 2/90f £5 2 ay 1 
ment pension scheme contribution is to reduce the W/9off495 ww 55 
income and consequently the earned income relief for “$6 
both income tax and surtax purposes. WELR. .. 140 
196 
304 
Wife Husband Total 
£ £ £ 
Illustration (2): At Is. 9d. 60 60 120 
Facts as in illustration (1) except husband’s earned income is At 4s. 3d. 150 150 300 
£4,000 and the wife has an earned income of £500. At 6s. 3d. 94 150 244 
1960/61 1961/62 304 360 664 
Earned income: 
Husband 4,000 
Wife 500 Have you secured for yourself the benefits granted 
E.LR. 
2/9 The 
£4,005 890 CHARTERED ACCOUNTANTS RETIREMENT 
1/9 of 
£495 55 BENEFITS SCHEME 
— 945 945 ; has been established by the 
3,555 3,555 Institute of Chartered Accountants in England and Wales 
Unearned income 2,000 2,000 to offer 
5,555 5,555 retirement and death benefits at terms guaranteed through- 
Less: Personal, out the member’s career. A pension for yourself and for your 
etc. reliefs 625 625 wife at an inclusi : 
Write to: The Scheme Secretaries 
4,790 4,790 8 Boston Avenue, Southend-on-Sea, Essex 


? 
4 
* 
> 
> 
~ 


BANK WITH 


THE 
National 
Provincial 


MANY 
BUSINESSES 


NATIONAL PROVINCIAL BANK LIMITED 
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ADVERTISEMENTS similar to the above are 
appearing regularly. Could you confidently apply 
or, though qualified or experienced in Professional 
Accountancy, would you feel handicapped by 
lack of specialized qualification in Costing? You 
can greatly extend your range of opportunity by 
qualifying through the Examinations of The 
Institute of Cost and Works Accountants. 


‘ACCOUNTANT required by manufacturing company; must have a 
thorough knowledge of modern Costing and Budgetary Control . . .’ 


50 years of Successful Educational Service 


| 

| 

178 Regent House, 6 Norfolk Street | 
LONDON, WC2 | 

and at Glasgow | 


The School of Accountancy is the leading Tutorial 
Institution for the I.C.W.A. Examinations. More 
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Examinations and concessions granted to men 
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given in The School’s Prospectus, obtainable post 
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PERCY JONES (JIwinlock) LIMITED 
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The Institute of Chartered Accountants 


in England and Wales 


Meetings of the Council 


AT SPECIAL AND Ordinary meetings of the 
Council held on Wednesday, June 7, 1961, 
at the Hall of the Institute, Moorgate Place, 
London, E.C.2, there were present: Mr. 
S. J. Pears, President, in the chair; Mr. P. F. 
Granger, Vice-President; Mr. J. Ainsworth, 
c.B.E., Mr. J. F. Allan, Mr. C. Percy Barrow- 
cliff, Mr. W. L. Barrows, Mr. T. A. Hamilton 
Baynes, Mr. J. H. Bell, Mr. H. A. Benson, 
c.B.E., Mr. P. F. Carpenter, Sir William 
Carrington, Mr. D. A. Clarke, Mr. J. Clay- 
ton, Mr. C. Croxton-Smith, Mr. E. Hay 
Davison, Mr. W. G. Densem, Mr. S. Dixon, 
Mr. W. W. Fea, Sir Harold Gillett, Bt., M.c., 
Mr. J. Godfrey, Mr. G. G. G. Goult, Mr. 
L. C. Hawkins, Mr. J. S. Heaton, Mr. D. V. 
House, Mr. J. A. Jackson, Mr. W. H. Law- 
son, C.B.E., Mr. H. L. Layton, Mr. R. B. 
Leech, M.B.E., Mr. E. N. Macdonald, D.F.c., 
Mr. R. McNeil, Mr. J. H. Mann, M.B.£E., Mr. 
Bertram Nelson, c.B.£., Mr. W. E. Parker, 
c.B.E., Mr. F. E. Price, Mr. L. W. Robson, 
Sir Thomas Robson, m.B.£., Mr. J. D. Rus- 
sell, Mr. K. G. Shuttleworth, Mr. D. Steele, 
Mr. C. M. Strachan, o.B.£., Mr. J. E. Talbot, 
Mr. A. H. Walton, Mr. V. Walton, Mr. F. J. 
Weeks, Mr. M. Wheatley Jones, Mr. E. F. G. 
Whinney, Mr. J. C. Montgomery Williams, 
Mr. R. P. Winter, c.B.£., M.c., Mr. E. K. 


Wright. 


Election of the President 

The President: Gentlemen, the first item 
on the agenda of the ordinary meeting is to 
elect a President and Vice-President for the 
ensuing year. I call upon Sir Thomas 
Robson. 

Sir Thomas Robson: Mr. President, the 
feeling exists that the speeches of those who 
propose elections at these June meetings at 
the Council have tended to become rather 
too long. I propose, therefore, to be brief, 
but I would like to make it clear that this 
is not because of any lack of sympathy with 
my subject or of regard for the individual 
whom I am about to nominate. The name 
that I put forward is that of your Vice- 
President, Mr. Paul Francis Granger, and I 
have pleasure in proposing that he be elected 
to succeed you as President. (Hear, hear.) 

Mr. Granger comes before us as one who 
has proved himself in all kinds of committees 
since he became a member of the Council in 
1950, and now he has passed successfully 
the further tests imposed by his election as 
Vice-President for the year just closing. No 
words of approbation from me could add 


to the esteem in which he is held by all of 
us, not least for his qualities of friendship 
and ready sympathy. I will, therefore, not 
take up your time by dilating upon his me- 
rits, which are as well known to the Council 
as to me. I may, nevertheless, say how 
special a pleasure it is to see a former mem- 
ber of my own firm’s staff rise to the giddy 
heights to which Mr. Granger is about to 
attain. 

His firm and mine have co-operated in 
professional work and found great pleasure 
in doing so. They have been on terms of 
friendship for many years, and in more than 
one generation men who received a material 
part of their training in one firm have risen 
to be partneis in the other. 

Mr. Winter has agreed to support me in 
the submission of the proposal which I have 
moved, and I have pleasure in asking that 
he be called on to second the resolution 
which is before you. (Applause.) 

Mr. R. P. Winter: Mr. President, it is a 
privilege to be asked to second the resolu- 
tion which Sir Thomas Robson has moved, 
and I accept with great pleasure. 

In Mr. Granger we have one who should 
approach the many problems facing our 
profession today with clarity of mind and 
understanding. In particular I would men- 
tion the difficulties of the smaller practi- 
tioner, which I know are very much at heart. 
Mr. Granger has rendered great service to 
our Institute over many years, and during 
the past year he has carried out the duties 
of Vice-President with dignity and charm. 
It is fitting therefore that we should elect 
him to the highest office which the Institute 
can offer its members. It is with great plea- 
sure and confidence, therefore, that I second 
the resolution: “That Mr. Paul Francis 
Granger be elected President of the Insti- 
tute for the ensuing year.” (Applause.) 

The motion was carried by acclamation. 

Mr. Granger was then invested with the 
badge of office, took the chair and said: It 
is always difficult to say “thank you” on an 
occasion like this, particularly when you are 
standing behind this badge for the first time. 
Furthermore, it is even more difficult be- 
cause, thank heaven, you do not have to 
make more than one speech on an occasion 
such as this. 

I would like to thank Sir Thomas Robson 
and Mr. Winter for their all too generous 
remarks and you all for my unanimous 
election. It represents, obviously, a high 


water mark in my professional career, and 
I do not think that there is any prouder 
moment that can come for a man or his firm. 
Incidentally, if I may just say so, we have 
been represented on the Council, with the 
exception of eight years, since 1907, and 
during that time we also provided a Presi- 
dent, in the shape of the late Mr. Thomas 
Mellors. I will do all I can to serve the in- 
terests of all our members in whatsoever 
field of activity their work has taken them, 
but I must point out that over the past years 
membership of the Institute has grown 
greatly, as have the activities of its members. 
This has thrown a tremendous amount of 
work on Council members, and inevitably 
as expansion has proceeded there are feel- 
ings from time to time amongst the member- 
ship that their particular interests are not 
being properly looked after, or that inade- 
quate time is devoted to them. 

I can assure all members that every effort 
has been, is being and will be made to ensure 
that what we as a Council can do to help 
them will be done. But, of necessity, since 
this is a competitive world and in the end 
we as individuals must depend upon our 
own efforts, there are limits to what the 
Council can do. 

I conclude by thanking the Past-President 
for his friendship and understanding during 
the past year; by thanking my partners and 
our staff for their help; by thanking you all 
for your kindness over many years, and here 
I would like to include Alan MaclIver and his 
staff, and I should also like—but I shall do 
it at home—to thank my wife as well. Thank 
you. (Applause.) 


Election of Vice-President 

The President: The next item on the 
agenda is the election of the Vice-President. 
I call upon Mr. House. 

Mr. D. V. House: Mr. President, may I 
first of all say how nice it is to be able to 
address you like that and to be the first to 
congratulate you on your appointment and 
to wish you and your wife a very happy year 
in office. (Hear, hear.) 

The honour and pleasure of breaking the 
veil of secrecy surrounding the nomination 
of the Vice-President falls to me this year. 

The name which I shall mention in a 
moment is that of a member of the Council 
who is very well known to all of us, and who 
has done much valuable work for the Insti- 
tute, and if I say that except for his height 
he has a somewhat Pickwickian appearance, 
you may all guess that he is Mr. Percy 
Frederick Carpenter. (Applause.) 

Mr. Carpenter was born in 1901. He was 
articled to Mr. J. B. Reeves in January, 1918; 
he took first place in the Intermediate in 
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November, 1920; passed his Finals in Nov- 
ember, 1922, and was admitted as an asso- 
ciate of the Institute in January, 1923. He 
is now the senior partner in W. B. Keen & 
Co., where he served his articles. 

He was elected to the Council on Feb- 
ruary 5, 1947, and the record shows that he 
has been a member of practically every com- 
mittee and chairman of the Library Com- 
mittee, the Examination Committee and the 
Summer Course Committee. 

In August, 1951, he was congratulated on 
the considerable volume of work which he 
had done as a member of the Planning 
Committee. 

In addition to his work on the Council, 
he has also done much for the profession in 
other directions. He was elected to the Com- 
mittee of the Students Society of London 
in 1921 and was its chairman in 1923/24. He 
served as the first chairman of the London 
and District Society of Chartered Accoun- 
tants in 1943/44 when the Society was con- 
stituted, it having been formerly known as 
the London Members’ Committee. It is true 
to say that he has been continuously a mem- 
ber of some committee or other connected 
with Institute affairs for forty years. 

He has numerous outside interests. He 
was a founder playing member of the Char- 
tered Accountants Rugby Football Club; 
he is an Honorary Fellow of the Zoological 
Society of London, a Fellow of the Royal 
Statistica! Society and a Fellow of the Insti- 
tute of Arbitrators. 

The seconder of this proposal, Mr. Hamil- 
ton Baynes, will refer to his many other 
activities, and 1 have great pleasure in pro- 
posing that Mr. Percy Frederick Carpenter 
be elected Vice-President of the Institute for 
the coming year. (Applause.) 


Mr. T. A. Hamilton Baynes: Mr. Presi- 
dent, like Mr. Winter I regard this as a great 
pleasure. Mr. Carpenter, of course, is a very 
large man and demands a large canvas, so 
to speak; but, as you have already heard, 
the canvas this year has to be reduced, so 
all I can do is to take a brush and put in a 
few dabs of colour. 

I suppose to us Percy Carpenter is one of 
the most popular members of the Council. 
I put it in that way because as chairman of 
the Examination Committee he is probably 
the most unpopular member of the Council 
to about 50 per cent. of the would-be mem- 
bers. I think perhaps what endears him to 
us is, first of all, his modesty—how many 
people in this room knew that he was first 
in his Intermediate examination?—his kind- 
liness and his good humour, which comes 
out whether he is presenting accounts of the 
Luncheon Club or leading his team to defeat 
in the annual contest at darts against the 
Scouts at Oxford, or even reminding dilatory 
examiners that they are a fortnight behind 
schedule. 

Mr. House has said that I would refer to 
his other activities, but one cannot do that 
much with a small canvas. I will mention 
‘one of them. It is surprising what chartered 
accountants do in their private lives—that 
is to say, when they are not being chartered 
accountants. I pass lightly over an esoteric 
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pursuit—the gentlemen of the Worshipful 
Company of Makers of Playing Cards—and 
will refer to just one activity in which for ten 
years—and the war years at that—he was a 
member of the City of London Special Con- 
stabulary. I refrain from bursting into song 
about constabulary duties and the police- 
man’s lot, but I am sure he was known as 
the “jolly bobby.” 

As you have heard, he was admitted in 
1923. When Sir Thomas Robson was Presi- 
dent I referred to 1923 as a vintage year, but 
since then there have been from that year 
Dicker and Lawson as Presidents, so I think 
perhaps I may be allowed to continue the 
metaphor. A vintage “‘promises to be really 
excellent; it will repay keeping for several 
years” and I cannot help thinking that this 
is the way to describe the 1923 vintage. I 
like to use the dictionary backwards some- 
times, and I am sure that we all agree about 
the good nature of Percy Carpenter, and also 
we would say that he has the quality of a 
good fellow in perhaps two senses. Now 
those words are in fact the definition of the 
word “bonhomie”’, so, Mr. President, I have 
great pleasure in seconding the resolution 
that Mr. Percy ““Bonhomie” Carpenter be 
Vice-President of the Institute for the en- 
suing year. (Applause.) 

The resolution was carried by acclamation. 


Mr. Percy F. Carpenter: Mr. President 
and gentlemen, I must first of all thank 
Donald House and Tom Baynes for their 
all too kind words in proposing my election 
as your Vice-President and also thank you, 
gentlemen, for the—if I might say—enthu- 
siasm with which you received the proposi- 
tion. 

On occasions such as this I think most of 
us have a number of conflicting emotions: 
a feeling of humility; a feeling of pride; a 
good deal of pleasure and a certain amount 
of sorrow. Humility, when one considers 
one’s own inadequacies for this high office, 
bearing in mind the very many tasks which 
lie ahead. A feeling of pride that one has 
been elected by one’s fellows, by one’s col- 
leagues, whom one has had the pleasure of 
knowing for many years. The happiness, Mr. 
President, in being able to serve with you, 
and I hope in some small measure to further 
the interests of our great profession; and 
some sadness in that so many people whom 
one would have liked to have had here have 
passed on. 

My principal, Mr. Reeves, taught me a 
lot, and one thing he certainly taught me 
was what I will call “‘Institute-mindedness.”’ 
It is rather interesting if you look in the 
Library Suggestions Book to find on the 
first page in 1893 that of the first twelve 
suggestions made, three were made by Mr. 
J. B. Reeves; in fact I think two of them 
were rejected and the third was acceded to. 
But, from the time I joined my office, it was 
the recognised thing that the office was, in 
a way, a part of the Institute and, as you 
heard, fairly soon I was elected to the 
Students Society. 

My father was a member of the Institute 
and also my elder brother, both of whom 
died rather young. They would have been 


very proud to have been able to be here 
today. 

I think most of us were very struck by the 
words which Sir Harold Howitt used at the 
time of his retirement, when he told us that 
his biggest commitment for many years had 
been his Institute duties. I think that applies 
to many members of the Council and per- 
haps in a special way to those members of 
the big firms—I would rather call them the 
great firms—of Chartered Accountants, and 
I think we are all amazed at times at the 
contribution that they make to the work of 
the Council and of the Institute generally. 
It is not only a matter of the time they give, 
but their wisdom, their breadth of experi- 
ence, all of which is freely offered to us. That 
being so it is perhaps not altogether sur- 
prising that in certain of our far-flung towns 
the impression grows up that the Council of 
the Institute is composed almost exclusively 
of representatives of the big firms. We, of 
course, know that that is not the case and 
I think it is perhaps happy that in electing 
me, as the senior partner in one of the 
smaller firms, it will be some indication to 
our members that the smaller firms are not, 
in fact, unrepresented here. 

I should perhaps add that, of course, if 
you wanted to select somebody who would 
be the outward and visible sign of the small 
practitioner, you have, perhaps, made a 
rather bad choice. (Laughter.) I would like 
to say, however, that I am sure that all 
members here, members of the large firms 
and the small firms, do have at heart the 
interest of all members of our profession, 
including in particular the small practitioner. 

As Mr. House said, it is forty years since 
I first joined a committee in connection with 
this profession, and, for some reason which 
I cannot quite understand today, I have 
been serving continuously either on the 
Students Society or the London Members 
or this Council, and in those forty years I 
have got to know a very large number of 
members of the profession. I have learned 
to value the very ready help which we have 
always had from Mr. Maclver and all the 
staff here, and it is with that knowledge that 
one feels inspired to go forward and to 
serve a year of office with our new President 
in the hope that by the end of the year I 
shall not have been found wanting. Gentle- 
men, I thank you very much. (Applause.) 


Vote of Thanks to Retiring President 


Mr. J. Clayton: Mr. President, I am 
charged with the pleasant duty of proposing 
a vote of thanks to the retiring President, 
Mr. Pears, and if I indicate any degree of 
nonconformity to the new canon of brevity, 
it is nothing to do with my own recalcitrance 
but has a good deal to do with Mr. Pears’s 
merits. 

First, however, Mr. President, may I offer 
you my warmest congratulations on your 
election and my very best wishes for your 
health, happiness and success as President. 

John Pears took me to task recently for 
my unwonted silence in Council of late. The 
truth is that under his firm guidance Council 
affairs have been conducted in a manner 
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which disarms the most exacting critic. 

Our labours are largely controlled by the 
cabal of Committee Chairmen, but there is 
no doubt that the whole of our work has 
recently borne the imprint of John Pears’s 
incisive personality. This was also exempli- 
fied in his address to the annual meeting and 
his tactful and conciliatory but firm hand- 
ling of that meeting. And you may recall, 
Mr. President, that I can speak of annual 
general meetings with a personal experience 
exceeding that of a mere auditor. 

Mr. Pears is a man of many parts. In the 
international sphere, merely to have had as 
our President an accountant of his world- 
wide repute—and peripatetic habits—can- 
not but have added lustre to the already high 
reputation of our Institute overseas. 

But it is—as it should be—at home that 
his impact has been so decisive. In his pun- 
gent addresses to the District Societies he 
exhibited his broad grasp of the problems 
of industry and of what we can do to help 
them solve those problems and how we 
must equip ourselves for that task. Today’s 
agenda bears eloquent testimony to his 
ebullient initiative and I am sure that the 
publication of his correspondence with the 
Inland Revenue regarding stock-in-trade 
and Recommendation 22 will be of im- 
measurable help to our members, and not 
least to the sole practitioners and the small 
firms. 

He has made a major contribution to the 
recent ferment of ideas on the future pattern 
of activities of the Institute—in the fields of 
education, public relations, technical acti- 
vities, staffing, housing and finance. He is 
clearly a man of ideas who quickly reaches 
sensible decisions, but his foremost attribute 
is his ill-concealed impatience to translate 
ideas into practice. To John Pears, above all, 
to think is to act. Indeed, it may be said of 
him that he has transmuted Descartes’ 
famous axiom into “cogito ergo facio.” 
Perhaps I can offer him no higher tribute 
than to say that in him accountancy has 
deprived industry of an outstanding execu- 
tive. 

Mr. President, gentlemen, in this motion 
I am to be supported by Mr. David Steele 
and it will be our pleasure to invite you to 
record your appreciation of the exemplary 
services of the retiring President, Mr. Sidney 
John Pears. (Applause.) 


Mr. David Steele: Mr. President, I gladly 
respond to this invitation. I think I should 
be in a better position if I knew what 
Descartes’ axiom was. (Laughter.) 

The last occasion at which I spoke on the 
work of an outgoing President of the Insti- 
tute was at a dinner party at Harrogate 
which concluded the year of office of my 
dear friend Charles Boyce, and I speak now 
with equal pleasure and sincerity. My mind 
goes back to Mr. Pears’s notable contribu- 
tion to our Harrogate Conference in 1949, 
when I first had the pleasure of meeting him. 
Through all the intervening years I have 
been conscious of his influence on the Insti- 
tute’s thought and now this has been his 
culminating year—may I call it his orbital 
year?—which has coincided with my first 
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year as a back-bencher, and I am personally 
very grateful to him for all his encourage- 
ment and help. We offer you, sir, the same 
remuneration as you have had in previous 
years: the unstinted admiration and grati- 
tude of those of your professional colleagues 
who are best able to judge how valuable 
your contribution has been, and of those 
who have had the opportunity of observing 
at close quarters how intense and how fruit- 
ful has been your concentration on our 
affairs. We are very grateful and I ask you, 
gentlemen, to support this motion with 
acclamation. (Applause.) 


Mr. S. J. Pears: Mr. President, thank 
you, Jack Clayton and David Steele, for the 
all too kind remarks you have made about 
me. I very much appreciate them. Thank 
you, Mr. President, Past-Presidents, mem- 
bers of the Council and you, Alan Maclver, 
and your staff, for the warm support you all 
gave me during the past year. I am only con- 
scious of the very great deal I have left 
undone. 

There is a possibility that members of the 
Institute do not realise the time given by 
ordinary members of the Council and the 
President. During the last three years, not 
including time spent on travelling outside 
business hours and attending evening func- 
tions, I have spent approximately 1,900 
hours on Institute affairs. In the first year, 
as an ordinary member of the Council and 
chairman of the Parliamentary and Law 
Committee, I spent 435 hours; the second 
year, as Vice-President, 565 hours, and this 
year almost 900 hours, including attending 
over 200 meetings of various kinds and be- 
ing engaged on Institute affairs at over 100 
lunches and dinners. You, Mr. President, 
with your additional task of travelling to 
London, are faced with a very heavy year 
indeed, and I wonder whether some con- 
sideration should not be given to lightening 
your burden. 

Mr. President, I wish you a very happy 
and successful year. (Applause.) 


Finance Bill 

The Council received a report on a discus- 
sion at Somerset House on May 24, 1961, 
between members of the Board of Inland 
Revenue and representatives of the Institute 
(Mr. H. A. Benson, C.B.E., F.c.A.; Mr. N. B. 
Hart, 0.B.£., T.D., D.L., M.A., LL.B., F.C.A., 
and Mr. J. E. Talbot, F.c.a., with the Deputy 
Secretary) in connection with a memoran- 
dum on the Finance Bill submitted on May 
12, 1961, to the Chancellor of the Exchequer 
on behalf of the Council. 


Ethical Aspects of the Use of Companies by 
Members in Practice 
The Council has been asked from time to 
time whether there is any ethical reason 
which precludes a member of the Institute 
from carrying on one or more of the func- 
tions of a public accountant through the 
medium of a company. The Council now 
makes the following statement on this 
matter: 

(i) The Council emphasises the personal 
responsibility of every member of the Insti- 
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tute for his professional conduct; this ap- 
plies regardless of the way in which the 
work of the member is organised and of the 
medium through which it is performed. 

(ii) A member is not permitted to do 
under the guise or through the medium of 
a company or firm anything which he is not 
allowed to do as an individual. 

(iii) There is no ethical reason which 
would preclude a member’s performance 
through the medium of an unlimited com- 
pany of which he is a member of any of his 
functions as a public accountant which a 
company is permitted by law to perform. 
(Members are reminded that some functions 
may not lawfully be so performed, for 
example acting as auditor, receiver or 
liquidator of a company.) Thee is also no 
ethical reason which would preclude a mem- 
ber from using a limited or unlimited com- 
pany of which he is a member to provide 
him with assistance (such as the provision 
of staff, accommodation and equipment) 
which he may require in the performance of 
any of his functions as a public accountant. 
In all cases the following provisos apply: 
(a) the company shall at all times observe 
all the rules, and conform to all the stan- 
dards of conduct, which apply to a mem- 
ber in practice; 

(6) while it shall be permissible for the 
name of the company to be similar to 
that of a member or firm, it shall not be 
indicative of the activities of the com- 


pany; 

(c) fiom the standpoint of ethics the mem- 

ber shall be responsible for the conduct 

of the company and its directors and 

Officers as if the company were a firm in 

which he is a partner; 

(d) nothing in this statement shall be 

taken to authorise the use of the designa- 

tion “chartered accountants” by any 
company, 

(e) the company shall not be used directly 

or indirectly as a means of sharing profits 

or remuneration of a member or firm in 

a manner contrary to clause 20 (2) of the 

Royal Charter. 

(iv) This statement is limited to matters 
of ethics and does not imply any view on 
the desirability or otherwise of the use of 
companies for the purposes indicated. It is 
of general application subject only to any 
special conditions which may exist any- 
where outside the United Kingdom. The 
conditions on which companies were per- 
mitted to be formed under the Council’s 
1945 statement “Executorship and Trustee 
Companies” (Members’ Handbook, section 
E.8), which has now been withdrawn, will 
however continue to be applied to com- 
panies which are now operating under the 
authority of that statement. The Council 
hopes, however, that such companies will 
be brought into line with the present state- 
ment as soon as possible or convenient. 


Building Society Audits 


The Council in its booklet Audits of Build- 
ing Societies (which was published in 
December, 1960, and reproduced in the 
December issue of ACCOUNTANCY) has drawn 
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the attention of members to Section 48 of 
the Building Societies Act, 1960, and its 
possible effect on the holding of a building 
society agency by the auditor of that society. 

The Council has now given further con- 
sideration to the ethical aspects of this 
matter. The Council is of the opinion that, 
from the standpoint of professional indepen- 
dence, it is undesirable that an auditor of a 
building society (or his partner, or firm, or 
employee or employer) should also act as 
agent for the same society. 


Inland Revenue: “Adjusted Selling Price” 
Method of Computation of Cost of Stock- 
in-Trade 

Arising from a discussion which the then 
President and Sir William Carrington, F.C.A., 
had with the Board of Inland Revenue, a 
letter dated May 25, 1961, has been re- 
ceived from Mr. H. G. Thomas, Senior 
Principal Inspector of Taxes, regarding the 
“adjusted selling price” method of computa- 
tion of cost of stock-in-trade. The Council 
authorised publication of the text of the 
letter as follows: 

“At the recent meetings between the 
Institute and the Board, mention was made 
of a method of valuing stock-in-trade by 
reference to adjusted selling price, used in 
the retail drapery trade, particularly by 
departmental stores. 

“The Revenue’s attitude is that where in- 
dividual cost can be ascertained it is expected 
that a valuation should be made on normal 
lines at the lower of actual (historical) cost 
or market value. Where, however, as is 
often the case in department stores, the 
attribution of a cost figure to each article is 
eithe: impossible or impracticable, the prac- 
tice is to value at selling price less the normal 
departmental mark-up. The proper cost 
figure would be obtained by this method 
only where all selling price figures were 
original full selling prices. This is, of course, 
rarely the case and it is, therefore, necessary 
to adopt a working rule in order to obtain 
as near an approximation as possible to the 
strict basis. The Revenue, therefore, accepts 
the practice of taking marked prices and 
deducting the normal mark-up. This does 
involve that where goods are marked down, 
the valuation will be below actual cost, even 
though such goods may well sell above cost. 
On the other hand, it is recognised that 
some goods will never realise their marked 
prices. In these circumstances the apparent 
under-valuation of some items counter- 
balances the over-valuation of others, and 
the Revenue has accepted the method as a 
broad practical basis which recognises the 
difficulties of the trade. 

“The Revenue, however, is not prepared 
to accept strained variations of the method, 
for example, where the trader starts his 
valuation computation not with marked 
selling prices, but with some lower selling 
prices. Such interpretations obviously lead 
to under-valuations.” 


Professional Classes Aid Council 
Mr. J. A. Allen, F.c.A., was re-appointed as 
the Institute’s representative on the Pro- 
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fessional Classes Aid Council for a further 
term of three years from June, 1961. 


Appointments to Committees 

The following Committees were appointed 
for the year 1961/62: 

President ex officio member of all Committees 
other than the Disciplinary and Investigation 
Committees. Vice-President ex-officio mem- 
ber of all Committees other than the Dis- 
ciplinary, Investigation and P. D. Leake 
Committees. 


Applications 

E. Baldry, G. T. E. Chamberlain, C. Crox- 
ton-Smith, G. G. G. Goult, L. C. Hawkins, 
J. S. Heaton, R. B. Leech, E. N. Macdonald, 
R. McNeil, J. H. Mann, K. G. Shuttleworth, 
V. Walton, M. Wheatley Jones, R. P. Win- 
ter, E. K. Wright. 


Articled Clerks 

J. F. Allan, T. A. Hamilton Baynes, J. H. 
Bell, H. O. Johnson, H. L. Layton, R. P. 
Matthews, Bertram Nelson, C. U. Peat, D. 
Steele, M. Wheatley Jones, E. F. G. Whin- 
ney, E. K. Wright. 


Consultative Committee of Members in Com- 
merce and Industry 
J. Ainsworth, C. W. Aston (c), J. Cartner (t), 
E. M. Clayson (c), J. Clayton, E. Hay Davi- 
son, S. Dixon, W. F. Edwards (c), W. W. 
Fea, H. P. Finn (c), L. C. Hawkins, P. D. 
Irons (c), Sit Joseph Latham (c), A. H. 
Proud (t), J. C. Walker (c), F. J. Weeks, and 
the Chairman or Vice-Chairman of the 
General Purposes Committee. 

(c) Co-opted members. 

(t) Nominated by Taxation and Research 
Committee. 


Disciplinary 

E. Baldry, W. L. Barrows, T. A. Hamilton 
Baynes, D. A. Clarke, Sir Harold Gillett, 
J. H. Mann, R. P. Matthews, Bertram 
Nelson, C. M. Strachan, M. Wheatley Jones, 
E. F. G. Whinney, R. P. Winter. 


District Societies 

J. F. Allan, J. H. Bell, G. T. E. Chamber- 
lain, C. Croxton-Smith, G. G. G. Goult, 
P. F. Granger, H. O. Johnson, R. B. Leech, 
R. McNeil, J. H. Mann, R. P. Matthews, 
F. E. Price, J. D. Russell, K. G. Shuttle- 
worth, D. Steele, C. M. Strachan, J. C. 
Montgomery Williams, R. P. Winter, E. K. 


Wright. 


Examination 

T. A. Hamilton Baynes, P. F. Carpenter, 
G. T. E. Chamberlain, D. A. Clarke, E. Hay 
Davison, W. G. Densem, J. Godfrey, J. S. 
Heaton, D. V. House, J. A. Jackson, R. 
McNeil, J. E. Talbot, A. H. Walton, V. 
Walton. 


Finance 

J. Ainsworth, W. L. Barrows, J. H. Bell, 
Sir William Carrington, D. A. Clarke, J. 
Clayton, S. Dixon, W. W. Fea, Sir Harold 
Gillett, H. L. Layton, R. P. Matthews, F. E. 


Price, J. D. Russell, A. H. Walton, J. C. 
Montgomery Williams. 


General Purposes 

W. L. Barrows, Sir William Carrington, 
Sir Harold Gillett, P. F. Granger, W. H. 
Lawson, R. McNeil, C. U. Peat, S. J. Pears, 
L. W. Robson, Sir Thomas Robson, C. M. 
Strachan, M. Wheatley Jones, R. P. Winter, 
Sir Richard Yeabsley, and the Chairman or 
Vice-Chairman of the Finance Committee, 
the Investigation Committee, the Parlia- 
mentary and Law Committee, and the Con- 
sultative Committee of Members in Com- 
merce and Industry. 


Investigation 

C. P. Barrowcliff, C. Croxton-Smith, W. G. 
Densem, D. V. House, J. A. Jackson, L. W. 
Robson, J. E. Talbot, J. C. Montgomery 
Williams. 


Library 

T. A. Hamilton Baynes, J. H. Bell, G. T. E. 
Chamberlain, D. A. Clarke, J. Godfrey, 
G. G. G. Goult, J. S. Heaton, H. O. John- 
son, R. B. Leech, K. G. Shuttleworth, 
E. F. G. Whinney. 


Overseas Relations 

W. L. Barrows, Sir William Carrington, 
D. A. Clarke, W. G. Densem, W. H. Law- 
son, H. L. Layton, R. G. Leach (c), W. EB. 
Parker, S. J. Pears, Sir Thomas Robson, 
Sir Richard Yeabsley, and the Chairman of 
the Parliamentary and Law Committee. 

(c) Co-opted member. 


Parliamentary and Law 

H. A. Benson, Sir William Carrington, J. 
Clayton, E. Hay Davison, W. G. Densem, 
S. Dixon, W. W. Fea, W. H. Lawson, R. G. 
Leach (c), E. N. Macdonald, W. E. Parker, 
S. J. Pears, Sir Thomas Robson, D. Steele, 
C. M. Strachan, J. E. Talbot, F. J. Weeks, 
E. K. Wright. 

(c) Co-opted member. 


Public Relations 

J. Clayton, Sir Harold Gillett, C. U. Peat, 
E. K. Wright, Sir Richard Yeabsley, and 
the Chairman of the General Purposes Com- 
mittee, the Articled Clerks Committee, the 
District Societies Committee, the Finance 
Committee and the Consultative Committee 
of Members in Commerce and Industry 
Committees. 


P. D. Leake 
The President, W. L. Barrows, P. F. Car- 
penter, Bertram Nelson, E. F. G. Whinney. 


Summer Course 

T. A. Hamilton Baynes, P. F. Carpenter, 
W. W. Fea, J. S. Heaton, D. V. House, J. A. 
Jackson, J. H. Mann, A. H. Walton. 


London and District Society of Chartered 
Accountants 

The following members were appointed by 
the Council to serve on the Committee of 
the London and District Society of Char- 
tered Accountants for the ensuing year: 


‘Real cool 
for accounts 


said Miss Gossett... 


gaily going modern! 

Once Miss Gossett had old-fashioned ledgers—but now 
she has a Twintronic! Almost overnight she discovered 
the blessings of ANSON Mechanised Accounting, and 
a new modern way of business life. She knows her 
Twintronic is completely accurate and efficient. 
Figure work has been reduced to two-thirds, and now 
she has time to cope fully with extra clients. 


BRINGS MECHANISED 
IN S&S OW sccountine To your office 
Please send this coupon. without obligation, for full details of 
ANSON ‘TWINTRONIC’ low cost mechanised accounting, 


‘TWINTRONIC’ — Accounting for less than £500 —- ANSON TWINTRONIC INQUIRY FORM ~——] 
Here’s accounting smooth, fast and flowing. Now error-free statements go out on Mark for the attention of: 


time with the ANSON Twintronic—a precision-built machine with every refinement 

for fully mechanised accounting . . . Automatic form alignment; built-in ny LA 

sensing device; typewriter and adding machine for independent use whenever age nn & aang 

required. The Anson range offers a choice of accounting machines Street, 

to cover all requirements. The full keyboard Twintronic Book-keeper ' WATerloo 2711 (10 lines) = ay/sB 


costs less than £500. 


+ Accountancy HALIFAX 
for strength 


# «©The air mail edition of ACCOUNTANCY is 


# available either for subscription on a a n d S e U ty 


The inclue $ permanent basis or for odd periods 
sive subscrip- $ (for example, to cover a tempor- ASSETS 


tion to the air ary stay abroad). It is printed on 

mail edition for thin and the HALIFAX 

year is £4 4s. to any 4 overseasubscriber receives Paid-Up Shares Investments accepted 
part of the world. The $ each issue only afew days from £10 to £5,000 
charge for shorter # after publication on SiY Easy withdrawal 
periods is proportional. $ the twentieth of the =/o facilities 

The addition of £2 14s. to the month in London. Income Tax tee 

normal charge of £1 10s. by the Society 

only the cost of air mail postage, Trustee Investments 


that of the special paper being borne 
by ACCOUNTANCY. + 
HALIFAX 
BUILDING SOCIETY 
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London Offices: 51 STRAND, W.C.2 
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INVEST WITH THE 


CITY NOTTINGHAM 
MORTGAGE LOANS 


INTEREST AT 6 / PER ANNUM 


FOR PERIODS OF 3 TO 10 YEARS 


Special terms for amounts of £10,000 and over 


TRUSTEE SECURITIES 


NO EXPENSES TO LENDER 


Procuration commission allowed to stockbrokers, solicitors and accountants 


For further particulars apply to 
CITY TREASURER, EXCHANGE BUILDINGS, NOTTINGHAM 


THE REASON WHY... 


you should enrol with 


THE BRITISH COLLEGE OF ACCOUNTANCY 
TUITION VERSUS TRAINING 


Most students who enrol with the College do 
so with an Examination in view and require from 
the College a tuition service which will enable 
them to approach the Examination with con- 
fidence. 

We feel strongly however that we have an 
obligation to the Profession that we should, 
within the limits of a Correspondence Course, 
encourage our students to think for themselves, 
and to develop their latent abilities. It may truly 
be said that a B.C.A. trained man is a top rank 
Accountant. 


Write now for The Miles Taylor “‘Education 
and Training Scheme” rebate to:— 


20 Milton Road, Harpenden, Herts. 


HAVE YOU CONSIDERED 


C.A.E.S.S. 


for pension benefits for your employees? 


Chartered Accountants Employees Superannuation 
Scheme 


offers— 


IMMEDIATE ENTRY —with maximum 
flexibility within the 
prescribed general 
conditions. 

—between participat- 
ing firms. 


FULL TAX ALLOWANCE—on contributions. 


TRANSFERABILITY 


Particulars from: 


The Scheme Secretaries 
8 Boston Avenue 
Southend-on-Sea 

Essex 
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Mr. D. V. House, Mr. J. H. Mann, Mr. 
J. D. Russell. 


Taxation and Research Committee 

The following Council appointees on the 
Taxation and Research Committee were 
appointed for the year 1961/62: 

Mr. G. R. Appleyard, Mr. L. H. Clark, 
Mr. S. M. Duncan, Mr. W. F. Edwards, 
Mr. R. O. A. Keel, Mr. J. W. Margetts, Mr. 
G. P. Morgan-Jones, Mr. L. Pells, Mr. J. 
Perfect, Mr. D. W. Robertson, Mr. C. 
Romer-Lee, Mr. J. G. Vaughan. 


The late George O. May, F.C.A. 

The Council received with the greatest re- 
gret the news of the sudden death on May 
25, 1961, at Southport, Connecticut, U.S.A., 
of Mr. George Oliver May, F.c.A., and 
resolved that the warm sympathy of the 
Council be conveyed to Mr. May’s son and 
daughters and their families, and to the 
American Institute of Certified Public Ac- 
countants on the loss which they have 
sustained. 

Mr. May had recently attained the age of 
eighty-six years and was thus one of the 
oldest members of the English Institute, of 
which he was admitted to membership as 
long ago as 1897. He had played an out- 
standing part in the development of the pro- 
fession both in the U.S.A., in which he had 
lived for many years, and in the wider inter- 
national field. He was pre-eminent as a 
leader of thought and in the inspiration 
which he imparted to others; his impact on 
his profession and on the business world 
and its standards of reporting and account- 
ing was immense. His far-seeing apprecia- 
tion of the needs and opportunities of the 
accountancy profession and his ability to 
explain its principles and practices to per- 
sons outside its ranks made him an out- 
standing figure. The English Institute has 
lost a valued member and the world-wide 
profession a great leader, but the effects of 
his work and his inspiration will provide a 
continuing future benefit for the whole busi- 
ness community. 


The Late Geoffrey Bostock, F.c.A. 

The Council received with great regret the 
report of the death of Mr. Geoffrey Bostock, 
who was one of the Institute’s auditors from 
1934 to 1958. A message of sympathy and 
appreciation has been sent by the President 
to his family and partners. 


Editor of ACCOUNTANCY 

Mr. Walter Taplin, M.A., B.cOM., who has 
for some months been acting as Editor of 
ACCOUNTANCY, has been appointed full-time 
Editor with effect from November 1, 1961. 


Bye-law 62: Approved University Degree 
Courses 


The Council approved under bye-law 62, for 
students commencing their degree courses 
after September, 1961, revised courses for 
the Bachelor of Commerce degree of the 
University of Leeds, the Bachelor of Science 
in Economics degree of the University of 
London and the Bachelor of Arts in Econo- 
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mic and Social Studies degree of the Univer- 
sity of Manchester. 


The Council decided that the Executive 
Class Written Open Competition exami- 
nation of the Civil Service Commission 
should be added to the list of examinations 
recognised under bye-law 78 (b) for the 
purpose of exemption from the Preliminary 
examination and that a candidate relying 
upon that examination should be required 
to have obtained a pass in one of the op- 
tional mathematical subjects available on 
the syllabus. 


Articled Clerks from Overseas 

The Council decided to issue a statement 
which it is hoped will encourage members 
to make use of the Institute’s introductory 
service for members who have vacancies 
under articles for students from overseas. 
(The statement appears at page 322. — 
Editor, ACCOUNTANCY.) 


Registration of Articles 

The Secretary reported the registration of 
179 articles of clerkship during the last 
month, the total number since January 1, 
1961, being 1,041. 


Admissions to Membership 
The following were admitted to membership 
of the Institute: 


§ABRAHAMS, SAMUEL ELLIS, A.S.A.A., @1961; 
with *Wolpert & Abrahams, 1101 Provident 
Assurance House, corner Smith and Field 
Streets, Durban, S. Africa. 

§Betry, Davin REx, A.S.A.A., 21961; with 
ttBetty & Dickson, P.O. Box 742, Johannes- 
burg. 

§CHALMERS, GEORGE ALEXANDER, A.S.A.A., 
a1961; 35 Sixth Avenue, Highlands North, 
Johannesburg. 

§HARRIS, ROBERT JAMES, A.S.A.A., @1961; c/o 
Irish Dunlop Rubber Co. Ltd., The Marina, 
Cork, Eire. 

§NEWNHAM, Lewis CyRIL ASHBY, A.S.A.A., 
a1961; 605 Sunset Place, 1 Van der Merwe 
Street, Hillbrow, Johannesburg. 

Puiturps, IAN, A.C.A., @1961; 31 Southern 
Avenue, London, S.E.25. 

Reep, HAROLD EDWARD LEE, A.c.A., @1961; 
16 Palmer Street, Sunderland. 

RENDELL, PATRICK EDWARD, A.C.A., 21961; 
29 Cedars Road, Morden, Surrey. 

§RINDEL, COLIN SCOTT, A.S.A.A., 21961; 402 
La Contessa, corner Cavendish Road and 
Becker Street, Yeoville, Johannesburg. 

§ROBBERTZE, DANIEL JACOBUS, A.S.A.A., 21961; 


Incorporated Accountants. 

Firms not marked ¢ or * are composed wholly of 
members of the Institute. 

+ Against the name of a firm indicates that the firm, 
though not wholly composed of members of the In- 
stitute, is composed wholly of chartered accountants 
who are members of one or another of the three 
Institutes of chartered accountants in Great Britain 
and Ireland. 

* Against the name of a firm indicates that the firm is 
not wholly composed of members of one or another 
of the three Institutes of chartered accountants in 
Great Britain and Ireland. 

+t Against the name of a firm indicates that the firm 
includes an incorporated accountant member of the 
Institute and is composed wholly of members of one 
or another of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 
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with *Wolpert & Abrahams, 1101 Provident 
Assurance House, corner Smith and Field 
Streets, Durban, South Africa. 

SNAPE, JOHN WILLIAM GEORGE, A.C.A., 21961: 
a 12, 61 Riding House Street, London, 

SWADDLE, ALAN PEARSON, A.C.A., @1961; 29 
Westacres Crescent, Newcastle upon Tyne 5. 

§VAN DER MERWE, DAvip BAREND, A.S.A.A., 
a1961; P.O. Box 46, Windhoek, South-West 
Africa. 


Fellowship 

The Council acceded to applications from 
nineteen associates to become fellows under 
clause 6 of the supplemental Royal Charter. 


F.S.A.A. 

The Council acceded to an application 
from an incorporated accountant member 
A.S.A.A. to use the letters F.S.A.A. under 
clause 4 (b) of the Scheme of Integration. 


Members Commencing to Practise 
The Council received notice that the follow- 
ing members had commenced to practise: 


ALLEN, BARRY, A.C.A., @1960; *Alderson, 
Allen & Co., 1 Cockton Hill Road, Bishop 
Auckland, Co. Durham. 

ANDERSON, Davip Peet, A.c.A., @51956; 
Burrows & White, Mortimer House, | Castle 
Road, Nottingham. 

ASHTON, KEITH, A.C.A., @1956; Dryden, 
Dorrington & Co., Litton, Pownall, Blakey 
& Higson, and Astbury, Mitcheson & Miller, 
42 Spring Gardens, Manchester 2. 

AUSTIN, ALLAN, A.C.A., @1958; Frederick T. 
Slade & Son, King’s Court, 115 Colmore 
Row, Birmingham 3. 

BAINBRIDGE, ROBERT JOHN, A.C.A., @1960; 
Maurice Hayward. Parkin & Co., 6 Paradise 
Street, Sheffield 1. 

BEATON, ARTHUR, A.C.A., @1955; Merrett, Son 
& Street, 120 Moorgate, London, E.C.2. 
Bett, EMILE JOHN CAESAR, F.C.A., @1947; 
Blackburns, Robson, Coates & Co., 59 New 
Cavendish Street, London. W.1, and at 

Bradford, Leeds and Manchester. 

BENNETT, FRANK CECIL, F.C.A., 21950; Wels- 
ford, Jennings & Co., 9 Union Court, Old 
Broad Street, London, E.C.2. 

BROADBENT, BEVAN WINSTON, A.C.A., 21961; 
*E. Broadbent, Fish & Co., 1/4 Clarence 
Arcade Chambers, Ashton under Lyne. 

Cuase, HERBERT, F.C.A., 21934; Blackburns, 
Robson, Coates & Co., 59 New Cavendish 
Street, London, W.1, and at Bradford, 
Leeds and Manchester. 

CoLuins, GEOFFREY Epwin, A.c.A., a@1951; B. 
T. Davis & Co., Lombard House, Great 
Charles Street, Birmingham 3, and Jethro 
Kent & Son, 122 Colmore Row, Birming- 
ham 3. 

Conroy, ARNOLD, A.C.A., 21960; Raymond 
Harris & Dollar, 5 Staple Inn, Holborn 
Bars, London, W.C.1. 

Cooper, Roy, A.c.A., @1961; Roy Cooper & 
Co., 78 Hampton Road, Forest Gate, 
London, E.7. 

CorDELL, HENRY ARTHUR, A.C.A., @51951; 
tC. F. Middleton & Co., 73 Basinghall 
Street, London, E.C.2. 

CoTTEE, MICHAEL, A.C.A., 41956; 205 High 
Road, Buckhurst Hill, Essex. 

CREASEY, Eric WALTER, A.C.A., @51953; 
Thompson & Co., 24 Pinchbeck Road, 
Spalding, Lincs. 

Cross, DONALD MICHAEL, F.C.A., @1949; 
Richard Moss & Co., 9 Wyndham Place, 
London, W.1. 
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CROWTHER, PHILIP BRAITHWAITE, F.C.A., 
aS1934; Kilby, Sutcliffe & Crowther, Bull 
Green House, Halifax, and at Brighouse. 

CusHNIR, ALAN MAURICE, A.C.A., @1961; 4 
Amery Road, Harrow, Middx. 

DANIEL, RICHARD COLIN, A.C.A., @1960; 
Daniel, Hughes & Co., 10 St. Andrew’s 
Crescent, Cardiff. 

Farruurst, Davip JOHN, A.C.A., @1961; John 
Fairhurst & Tyrer, 15 Bridgeman Terrace, 
Wigan. 

FIsHER, WILLIAM AUSTIN, A.C.A. @S1956; F. C. 
Gardiner & Co., 9A Stonegate, York. 

Gisss, Davip EpGar, A.c.A., @1953; Henry 
Malpas & Son, 21 Great George Street, 
Bristol 1. 

Gass, DUNCAN ROBERTSON, M.A., F.C.A. 
al930; Robertson Glass, Watts & Co., 
40-42 George Street, London, W.1. 

HAMNETT, CHRISTOPHER BRIAN, A.C.A., 21961; 
Thomas Forster & Co., Westminster Bank 
House, 3 York Street, Manchester 2. 

Haritow, DaAvip PINNOCK, A.C.A., @1955; 
Litton, Pownall, Blakey & Higson, Dryden, 
Dorrington & Co., and Astbury, Mitcheson 
& Miller, 42 Spring Gardens, Manchester 2. 

Harris, ALFRED HENRY, A.C.A., @1959; 13 
The Avenue, Kew Gardens, Richmond, 
Surrey. 

Hart, GRAHAM CyRIL, A.C.A., 21961; Reynolds 
& Lane, 17 Bouverie Square, Folkestone, and 
at Ashford, Kent. 

Hart, JOHN NoRMAN EpwarD, F.C.A., @S1934; 
*Coller, Austin & Hart, Security House, 9A 
Stafford Street, Walsall. 

Hass, SIDNEY, B.SC.(ECON.), A.C.A., @1961; 
Sidney Hass & Co., 48 Egerton Gardens, 
London, N.W.4. 

Hitts, Davip, A.c.A., @1955; Reynolds & 
Lane, 7 Elwick Road, Ashford, Kent, and 
at Folkestone. 

DONALD ARTHUR, A.C.A., @S1955; 
Jackson, Holledge & White, Midland Bank 
Chambers, 81 Queens Road, Bristol 8. 

Hot, PETER, A.C.A., @1956; 47 Camplin 
Crescent, Handsworth Wood, Birmingham 
20. 

Howson, CLIVE, M.C., M.A., A.C.A., 21961; 
C. Howson & Co., Copeland House, Stoke- 
on-Trent; also at Leek, *C. Howson & Co. 

JACKSON, ROBERT DAVID, A.C.A., 51958; *R. J. 
Jackson & Son, Park Lane, Puckeridge, 
Ware, Herts. 

Jacos, ARTHUR EDWARD. A.C.A., @1961; 
Howard, Wade & Jacob, 78 South Audley 
Street, London, W.1. 

JAMES, PETER BRIAN, B.SC.(ECON.), A.C.A.,@1961 ; 
ttDavid Kroll & Co., 35 Dover Street, 
Piccadilly, London, W.1. 

KIRKHAM, JAMES ARTHUR, A.C.A., @1958; 12 
Staveley Road, Ainsdale, Southport, and 
152 Lord Street, Southport. 

LANSBERRY, PAUL, A.C.A., @1953; Harrison & 
Taylor, Westminster Bank Chambers, 
Carfax, Horsham, Sussex. 

Lewis, JOHN RICHARD, A.C.A., 21961; Lewis & 
Lewis, 40 Lansdowne Road, Luton. 

Lorp, JAMES, D.F.C., F.C.A., @1950; *S. W. 
Chawner & Co., Allen House, Newarke 
Street, Leicester. 

Lye, IAN ALEXANDER DOUGLAS, A.C.A., @1959; 
Leaver, Cole & Co., 54 Cannon Street, 
London, E.C.4. 

MarRTLeE, Davip HENRY JAMES, A.C.A., 21960; 
Martle James & Co., 142 Locket Road, 
Harrow Weald, Middx. 

MAYLED, WILLIAM VICTOR, A.C.A., @1961; 
*George H. Brown & Sons, 63 High Street, 
Newport, I.o.W., and at Shanklin. 

MILLER, BERNARD THOMAS, A.C.A., @1952; 
Bernard T. Miller & Co., Seal House, 107-8 
Upper Thames Street, London, E.C.4. 
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Morris, THOMAS ALFRED PATRICK, A.C.A., 
ai960; 51 The Avenue, Pinner, Middx. 

Moss, JOHN WEBSTER, A.C.A., 21961; John W. 
Hirst & Co., 28 Queen Street, Albert Square, 
Manchester 2. 

NICHOLLS, BARRY MARSHALL, A.C.A., @1958; 
Howard Jones & Co., 115/117 Colmore 
Row, Birmingham 3. 

ORTON, MAurRICE HENRY, A.C.A., @51956; 
3 Lady’s Lane, Northampton. 

PACKER, LINCOLN GEORGE CHARLES, F.C.A., 
aS1938; Larking & Larking, 31 St. George’s 
Place, Canterbury; for other towns see 
Larking & Larking. 

PaGe, JOHN Epwin, A.c.A., @1956; A. T. 
Chenhalls & Co., 115 Chancery Lane, 
London, W.C.2, and Bouverie House, 
Fleet Street, London, E.C.4. 

PARKER, RONALD ERNEST ALEXANDER, A.C.A., 
a1952; H. W. Vallance Lodge & Co., 746 
High Road, Tottenham, London, N.17, and 
4 Bloomsbury Square, London, W.C.1. 

PEET, JOHN, F.C.A., aS1950; Lithgow, Nelson 
& Co., 413 Lord Street, Southport, and at 
Liverpool and London. 

PERKINS, DAvip FREDERICK, A.C.A., @1953; 
Harrison, West, Ledsam & Co., 33 Waterloo 
Street, Birmingham 2. 

PERRY, DEREK ALEXANDER, A.C.A., @1951; 
tBowker, Orford & Co., 26/28 Hallam 
Street, Portland Place, London, W.1. 

Pope, MICHAEL FREDERICK, B.A., A.C.A., 21961; 
Reeves & Young, 39/40 St. Margaret’s 
Street, Canterbury, and at Whitstable. 

POWELL, WILFRED RALPH, A.C.A., @1952; 
Larking & Larking, 26 Tufton Street, 
Ashford, Kent; for other towns see Larking 
& Larking. 

RATHMELL, JOHN ANTHONY, A.C.A., @1960; 
13 Hookfield, Epsom, Surrey. 

RATTENBURY, Lewis HAROLD, F.C.A., @1936; 
Blackburns, Robson, Coates & Co., 59 
New Cavendish Street, London, W.1, and 
at Bradford, Leeds and Manchester. 

ROBERTS, PHILIP VAUGHAN, F.C.A., @1920; 83 
Park Street, Bristol 1. 

RossER, MELVYN WYNNE, F.C.A., @51950; 
tDeloitte, Plender, Griffiths & Co., Midland 
Bank Chambers, Castle Square, Swansea, 
and at Cardiff. 

RuBINn, REUBEN, A.C.A., @1961; Leslie 
Rubin & Co., 31 Kingsley Road, Palmers 
Green, London, N.13. 

SCOURFIELD, BRYN JAMES, B.A., A.C.A., 21959; 
*Newton-Brooks, Thomas & Co., 3 & 4, 
Westgate Chambers, Commercial Street, 
Newport, Mon. 

SLATTER, RONALD CHARLES, A.C.A., @51953; 
A. E. Quaife & Gower, 19/21 Farringdon 
Street, London, E.C.4. 

SMITH, GORDON, A.C.A., 21961; John Goulding 
& Co., 4 Southport Road, Chorley, Lancs. 

SMITH, KENNETH PASLEY, F.C.A., @1949; 
Blackburns, Robson, Coates & Co., 59 
New Cavendish Street, London, W.1, and at 
Bradford, Leeds and Manchester. 

SMITH, RONALD Carl, A.Cc.A., @1954; tJohn 
Baldock & Gregory, 32 Avenue Road, 
Grantham; also at Nottingham, {Taft, 
Baldock & Winstanley. 

STORER, RICHARD ERIC, A.C.A., 21955; Storer 
& Co., 54 The Butts, Coventry. 

SUTHERLAND, DONALD ALEXANDER, A.C.A., 
a1956; Croasdale & McCrossan and Jervis 
Taylor & Co., 72 Bridge Street, Manchester 
3 


TAYLOR, REGINALD, A.C.A., aS1957; Brebner, 
Allen & Trapp, 107 Baker Street, London, 
W.1, and at Harlow. 

TRICKETT, KENNETH, F.C.A., 451949; Joshua 
Wortley & Sons, 8 Paradise Square, 
Sheffield 1. 


TURTON, RICHARD CHARLES, A.C.A., @1961; 
Turton Ross & Co., 91 Talbot Street, 
Nottingham. 

WARING, ARTHUR JAMES, B.A., A.C.A., 21958; 
Smithson, Blackburn & Co., Atlas Chambers, 
King Street, Leeds 1. 

WATSON, GORDON, A.C.A., @51954; Trevor 
Jones & Co., 781 Hertford Road, Enfield, 
Middx. 

Waite, MICHAEL HENRY, A.C.A., @1960; 
Brannan, White & Charlton, Blossoms Inn, 
23 Lawrence Lane, Cheapside, London, 
E.C.2. 

WiLp, Davin ALEXANDER, A.C.A., @1956; J. 
Needham & Co., 3 York Street, Manchester 
2, and at Stockport. 

WILKINS, JOHN RICHARD, A.C.A., 21960; 36 
Lea Road, Lea, near Preston. 

WILLIAMS, GEORGE, A.C.A., @1961; Shipley, 
Blackburn, Sutton & Co., 52-53 Jermyn 
Street, London, S.W.1, and 12 John Street, 
London, W.C.1; also at Pinner. 

WILLIAMS, JOHN ROBERT, A.C.A., @51955; 58 
Cranbourne Avenue, Wanstead, London, 
E.11. 

WRIGHT, RONALD ERNEST, A.C.A., @51951; 
Keens, Shay, Keens & Co., 11 George 
Street West, Luton, and at Hitchin, Leighton 
Buzzard, London and Stony Stratford. 


Resignations 
The Council accepted the resignations from 
membership of the Institute of: 


REDFERN, FREDERICK JOHN, F.C.A., 56 Statham 
Street, Kedleston Road, Derby. 

SMITH, DERRICK ETHERINGTON, F.C.A., 
“Longhope,” Uplands Road, Kenley, 
Surrey. 


Deaths of Members 

The Council received with regret the Sec- 
retary’s report of the deaths of the following 
members: 


BARROW, REGINALD FRANCIS RALPH, F.C.A., 
London. 

BisHop, Davip RITCHIE, O.B.E., F.S.A.A., 
Aberdeen. 

Bo us, CEDRIC PALMER, F.S.A.A., Johannesburg. 

Bostock, GEOFFREY, F.C.A., London. 

Bower, EDMUND BANGER, F.C.A., Sydney. 

BULLIMORE, GRANVILLE HAVELOCK, F.C.A., 
London. 

CHANTREY, Guy MORTIMER, M.B.E., F.C.A., 
Kemble. 

DAVENPORT, ERIC, M.A., F.C.A., London. 

Davey, PATRICK JOHN, F.C.A., Blackrock, Co. 
Dublin. 

Davies, EDWARD DUVALL, F.C.A., Braunton. 

DICKINSON, HERBERT LEONARD, F,C.A., Liver- 


pool. 
ForsTER, SYDNEY JOSLIN, F.S.A.A., Westcliff-on- 
Sea 


Gain, GEORGE, F.C.A., Chingford. 

GRAYSON, GEORGE HENRY. F.S.A.A., Hull. 

HARMER, JOHN DupDLEy LYON, B.A. F.C.A., 
London. 

JOLLIFFE, CHARLES GORDON, F.C.A., Newport, 
Mon. 

KARAMELLI, WILLIAM LEWIN, 0.B.E., F.C.A., 
London. 

May, GeorRGE OLIver, F.c.A., Southport, 
Conn., U.S.A. 

NEAL, WILLIAM ERNEST, F.C.A., Bridlington. 

NEWTON, EpGakr, F.c.A., Halifax. 

SAWERS, JAMES, F.C.A., Woking. 

WuHite, KENNETH, F.S.A.A., Cape Town. 

Wuyte, WILLIAM MCINTOsH, F.c.A., Worthing. 

ZAHID, ASIF MAHMUD, A.C.A., Karachi. 


4 
4 
i 


387 


ACCOUNTANCY JUNE 1961 


Special Meeting 


A SPECIAL MEETING of members of the 
Institute'was held at the Chartered Insurance 
Institute on June 7. The chair was occupied 
by the President, Mr. P. F. Granger, F.c.A. 

The meeting confirmed the first resolution 
passed at the special meeting held on May 3 
(see ACCOUNTANCY, May, page 310) for the 
variation of Clauses 31 and 18 of the Royal 
Charter and certain of the bye-laws. The 
main effect of the amendments is that— 
subject to the consent of the Privy Council— 
members in practice in Scotland and 
Northern Ireland will be able to take 
articled clerks, and all members resident in 
Scotland or Northern Ireland will pay the 
same subscriptions as those resident in 
England and Wales. 

The second resolution passed on May 3 
did not need confirmation. 


Finding and Decision of 
the Disciplinary Commitee 


Finding and Decision of the Disciplinary 
Committee of the Council of the Institute 
appointed pursuant to bye-law 103 of the 
bye-laws appended to the supplemental 
Royal Charter of December 21, 1948, at a 
hearing held on May 1, 1961. 


A formal complaint was preferred by the 
Investigation Committee of the Council of 
the Institute to the Disciplinary Committee 
of the Council that Ralph Warren, F.c.A., 
had been guilty of acts or defaults dis- 
creditable to a member of the Institute 
within the meaning of sub-clause (3) of 
Clause 21 of the supplemental Royal Char- 
ter in that he signed the Accountant’s 
Certificates required by Section 1 of the 
Solicitors Act, 1941, relating to the practice 
of a solicitor for each of two accounting 
periods without taking any or sufficient 
steps to ensure that those certificates were 
correct, so as to render himself Jiable to 
exclusion or suspension fiom membership 
of the Institute. The Committee found that 
the formal complaint against Ralph Warren, 
F.c.A., had been proved and the Committee 
ordered that Ralph Warren, F.c.A., of 3 
Victoria Place, Haverfordwest, Pembroke- 
shire, be reprimanded. 


Finding and Decision 
of the Appeal Committee 


Finding and Decision of the Appeal Com- 
mittee of the Council of the Institute appointed 
pursuant to bye-law 108 of the bye-laws ap- 
pended to the supplemental Royal Charter of 
December 21, 1948, at a hearing held on 
June 6, 1961. 


The Appeal Committee heard an appeal 
against the Finding and Decision of the Dis- 
ciplinary Committee of the Council of the 
Institute upon a formal complaint preferred 
by the Investigation Committee of the Coun- 
cil to the Disciplinary Committee that Philip 
Haighton Smith, F.c.a., had been guilty of 
acts or defaults discreditable to a member of 
the Institute within the meaning of sub- 
clause (3) of Clause 21 of the supplemental 
Royal Charter in that being the liquidator 
of a limited company he signed and sub- 
mitted to the Registrar of Companies for 
filing two certificates relating to amounts 
paid to the contributories of that company 
which he knew or which he ought to have 
known were not correct, so as to render 
himself liable to exclusion or suspension 
from membership of the Institute. The 
Appeal Committee affirmed the Finding of 
the Disciplinary Committee that the formal 
complaint against Philip Haighton Smith, 
F.c.A., had been proved and the Committee 
affirmed the Decision of the Disciplinary 
Committee that Philip Haighton Smith, c/o 
a bank in Melbourne, Australia, be excluded 
from membership of the Institute. 


Members’ Library 


MEMBERS OF THE Institute are now invited 
to apply to the Librarian for the third cumu- 
lative supplement to the Short List of Books. 
The supplement, arranged alphabetically 
under subjects, now extends to twenty-three 
pages. Copies are still available of the Short 
List, the current edition of which was pub- 
lished in August, 1959. Applications should 
be accompanied by an addressed label. 


The Librarian reports that among the books 

and papers acquired by the Institute in recent 

weeks by purchase and gift are the following: 

Business Finance; by F. W. Paish: 2nd edn. 
1961. (Pitman, 15s.) 

The Business of Management: art or craft?; 
by R. Falk. 1961. (Penguin Books, 3s. 6d.) 


Canadian Master Tax Guide. (Commerce 
Clearing House): 16th edn. 1961. Toronto. 
1961. (C.C.H., 36s.) 

Directory of Opportunities for Qualified 
Men. 1961. (Cornmarket Press.) 1961. 
(C.P., 8s. 6d.) 


Exchange Arithmetic; by H. C. F. Holgate: 
4th edn. by H. E. Evitt. 1961. (Pitman, 
15s.) 


Houseman’s Law of Life Assurance; by D. 
Houseman: 5th edn. by N. S. Wenborn. 
1961. (Butterworths, 27s. 6d.) 

Incentive Payment Systems: a review of 
research and opinion; by R. Marriott: 
2nd edn. 1961. (Staples, 25s.) 

Industrial Law; by H. Samuels: 6th edn. 
1961. (Pitman, 21s.) 


Investments in Land and Property: a guide 
for investors and those responsible for 


investment policy; by W. A. Leach and 
E. G. Wenham. 1961. (Sweet & Maxwell, 
30s.) 

Job Evaluation: a practical guide. (British 
Institute of Management.) 1961. (B.I.M., 
9s. 6d.) 

Kreuger: genius and swindler; by R. 
Shaplen. 1961. (Deutsch, 21s.) 

The Law of Succession . . . including execu- 
tors and administrators . . .; by Sir D. H. 
Parry: 4th edn. 1961. (Sweet & Maxwell, 
45s.) 


Office Management in the Small Business. 
(American Institute of Certified Public 
Accountants.) New York. 1960. (A.I. of 
C.P.A., $3.50.) 

Practical Book-keeping and Commercial 
Knowledge; by E. E. Spicer, F.c.a., and 
E. C. Pegler, F.c.A.: 11th edn. by W. W. 
Bigg, F.c.a., H. A. R. J. Wilson, F.c.A., 
and A. E. Langton, r.c.A. 1961. (H.F.L., 
21s., presented.) 


Sales Accounting Methods; by R. H. de G. 
Matley. 1961. (Institute of Office Manage- 
ment, 35s.) 


Simple Office Systems for Brokers. (Co1- 
poration of Insurance Brokers.) 1961. 
(C. of 1.B., presented.) 


Staff in Organization; by E. Dale and L. F. 
Uiwick. New York. 1960. (McGraw-Hill, 
46s. 6d.) 


Successful Managerial Control by Ratio- 
Analysis; by S. A. Tucker. New York. 
1961. (McGraw-Hill, 85s. 6d.) 


Urban Estate Management: Vol. II: rating, 
taxation and general management; by 
W. A. Leach: 3rd edn. 1961. (Estates 
Gazette, 87s. 6d.) 

Weaving’s notes on Bankruptcy Practice and 
Procedure in county courts: 3rd edn. by 
T. S. Humphreys. 1961. (Solicitors’ Law 
Stationery, 7s. 6d.) 


District Societies 


BEDS., BUCKS. AND HERTS. BRANCH 
THE SECOND ANNUAL general meeting of the 
Beds., Bucks. and Herts. Branch of the 
London and District Society was held at 
Dunstable on May 8. The following officers 
were appointed: Chairman, Mr. J. L. 
Dickinson, F.c.A.; Vice-Chairman, Mr. P. 
J. L. Case, F.c.A.; Hon. Treasurer, Mr. A. 
J. Philpott, B.A., A.c.A.; Hon. Secretary, 
Mr. E. J. Frary, F.c.A.; Hon. Auditor, Mr. 
E. G. Squires, F.c.A. 

In addition to the officers, the following 
members were appointed to the Committee: 
Mr. J. R. Ellis, Mr. T. R. Keens, Mr. T. B. 
Loxley, Mr. R. J. Parker, Mr. T. A. Parry, 
Mr. J. B. Pinnock, Mr. J. Scott, Mr. R. F. 
Waterfall, Mr. R. E. Wright. 

A meeting with H.M. District Inspectors 
of Taxes from Bedford, Dunstable, Luton 
and Watford followed, and was supported 
by some sixty members. 
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MR. C. J. MASON, F.C.A. 
Mr. C. J. Mason, F¥.C.A., the newly-elected 
President of the Birmingham and District 
Society, is senior partner in the firm of Newton 
& Co., Birmingham, a partner in Newton, 
Armstrong & Co., London, and a director of 
several companies. An East Anglian by birth, 
he moved to Birmingham in 1929. He was 
educated at the City of Norwich School, and 
became a member of the Institute in 1929, 
after serving articles in Norwich. 

Mr. Mason has been a member of the Com- 
mittee of the Birmingham and District Society 
since 1954, and has held the offices of Hon. 
Treasurer, Hon. Secretary and Vice-President. 


AT A COMMITTEE meeting on May 29, the 
following officers were elected for 1961/62: 
President, Mr. C. J. Mason, F.c.A.; Vice- 
President, Mr. D. E. T. Tanfield, F.c.A.; 
Hon. Secretary, Mr. G. S. Major, T.p., 
B.COM., F.C.A.; Hon. Assistant Secretary, Mr. 
W. R. Doherty, T.D., F.c.A.; Hon. Dinner 
Secretary, Mr. P. G. Craven, T.D., F.C.A.; 
Hon. Treasurer, Mr. P. T. Neal, F.c.A.; Hon. 
Librarian, Mr. A. S. Maddison, F.c.A. 

The annual general meeting was held at 
the Imperial Hotel, Birmingham, on May 29. 
It was preceded by a luncheon. 


Annual Report 

Membership at April 30, 1961, was 1,463 
(including membership of the Branches), an 
increase of thirty-three over the previous 
year. The annual dinner on March 9 was 
attended by 432 members and guests. Five 
evening and two luncheon meetings were 
held during the year, and all were well 
attended. Meetings were also held by the 
two Discussion Groups. 

In conjunction with the Stoke-on-Trent 
Area Branch, a successful week-end Con- 
ference was held at the University College 
of North Staffordshire in September, 1960. 
There was a one-day Conference at Bir- 
mingham University in January, 1961. 

The Joint Lecture Committee organised 
the eleventh annual week-end residential 
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course for students at Balliol College, 
Oxford, in September. 

The Committee congratulates five stu- 
dents who gained Certificates of Merit in the 
Intermediate examination: A. V. Cleveland, 
F. G. Newey, S. M. Harley, P. M. Martin 
and A. Breakwell. 

A meeting of secretaries of all the District 
Societies was held in Birmingham in Feb- 


ruary, 1961. 


EAST ANGLIAN 
AT THE RECENT annual general meeting the 
following officers were elected for 1961/62: 
President, Mr. E. A. Bland, D.s.O., F.C.A.; 
Vice-President, Mr. A. K. Sheppard, F.c.A.; 
Hon. Secretary and Treasurer, Mr. H. 
Robinson, F.c.A. 

The retiring members of the Committee 
were re-elected. 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE 


MR. C. R. RIDDINGTON, F.c.A. 
Mr. C. R. Riddington, ¥.c.A., the incoming 
President of the Leicestershire and North- 
amptonshire Society of Chartered Accoun- 
tants, is a partner in the firms of Thornton 
Baker & Co. and Annan, Impey, Morrish & 
Co. He was educated at the Wyggeston 
School, Leicester, and became an Associate 
of the Society of Incorporated Accountants 
in 1926 and a Fellow in 1930. He held office 
as Hon. Secretary of the Incorporated Ac- 
countants’ District Society of Leicestershire 
and Northamptonshire from 1945 to the date 
of integration. He is a director of several 
companies. 

Mr. Riddington’s interest in gardening is 
shown by his membership of the Council of 
the National Allotments and Gardens 
Society. 


THE FOLLOWING OFFICERS were elected at the 
annual general meeting held on May 13. 
President, Mr. C. R. Riddington, F.C.A.; 
Vice-Presidents, Mr. H. M. Lepper, F.c.aA., 
and Mr. G. L. Aspell, T.D., D.L., F.C.A.; 
Librarian, Mr. W. E. Willis, D.F.c., B.A., 
J.P., F.C.A.; Secretary and Treasurer, Mr. 


J. H. Golcher, F.c.a., 32 De Montfort 
Street, Leicester; Assistant Secretary, Mr. 
R. F. Watkins, A.c.A. 


MR. GEORGE F. ANSELL, F.c.A. 
Mr. G. F. Ansell, the newly-elected Chair- 
man of the London and District Society, has 
been for the last ten years a partner in 
Messrs. Kemp, Chatteris & Co. He was born 
in 1915, was educated at Hackney Downs 
(formerly The Grocers’ Company) School, 
and served his articles with a smau firm in 
the City. He qualified (as a prizeman in the 
Final examination) in 1936, and joined 
Messrs. Kemp, Chatteris & Co. in the 
following year. 

Mr. Ansell has served on the District So- 
ciety Committee from 1948 to 1951 and since 
1953, and has been a member of several of its 
sub-committees. He was elected Vice-Chair- 
man of the District Society in 1960, and also 
Chairman of the London Regional Taxation 
and Research Committee. Since 1959 he has 
represented the District Society on the 
Taxation and Research Committee of the 
Institute. 


THE NINETEENTH ANNUAL general meeting 
was held at the Institute on May 16. The 
Chairman of the Society, Mr. G. R. 
Appleyard, F.c.a., presided, and in his 
address reported that the accounts showed 
a surplus of £438, which was mostly due to 
the success of the conferences and social 
functions. The two luncheons, two con- 
ferences and the dinner-dance had all been 
well supported, but the attendance at 
evening meetings had been disappointing. 
Did people only value what they had to pay 
for? Did accountants suffer from mental 
indigestion if no food and drink was 
provided? If any man believed that he was 
too busy to keep himself up to date, then it 
would not be long before he was not too 
busy! 

The District Society’s beer and sherry 
party held in March, by arrangement with 
the Students’ Society, to welcome successful 
students had proved an excellent innovation 
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and would be continued. In the coming 
year it was proposed to revive the annual 
dinner, and this would be held on October 
26 at the Carpenters Hall. 

The President went on to thank all the 
officers and committee members who had 
worked so hard over the year; in particular, 
Mr. Cocke and all his staff. 

The results of the elections to the 
Committee were as follows: Members in 
Practice: Mr. G. F. Ansell, F.c.A.; Miss 
M. Fox, F.c.A.; Mr. C. V. Best, F.c.A.; Mr. 
R. H. Langdon-Davies, D.F.c., F.C.A. 
Members neither in practice nor employed in 
the service of a practising accountant: Mr. 
L. J. Rowley, F.c.a., and Mr. J. V. Wilson, 
A.C.A. 


AT A MEETING of the Committee held on 
June 6 the following officers were appointed: 
Chairman, Mr. G. F. Ansell, F.c.a.; Vice- 
Chairman, Mr. C. V. Best, F.c.a.; Hon. 
Treasurer, Mr. R. O. A. Keel, F.c.A. 


MANCHESTER 


MR. W. HARE, M.A., F.C.A. 

Mr. William Hare, junior, became a member 
of the Institute in 1937, after being articled 
to the late Mr. Guy Waterworth, ¥F.c.A. Mr. 
Waterworth was President of the Manchester 
Society of Chartered Accountants in 1954/55, 
and Mr. Hare has now been elected to that 
office. 

Since 1939 Mr. Hare has been a partner 
in Messrs. Waterworth, Rudd & Hare, 
Chartered Accountants, Blackburn. He has 
been a member of the Committee of the 
Manchester Society for the last ten years, 
and held office as secretary of the North 
Lancashire Branch for the two years 1951 
and 1952 and as Chairman of the Branch for 
1957/58. 

He is a governor of Queen Elizabeth's 
Grammar School, Blackburn, a member of 
the Board of Management of the Blackburn 
Y.M.C.A., and a past-President of the 
Blackburn Hockey Club. 


AT A RECENT meeting of the Committee the 
following officers were elected: President, - 
Mr. W. Hare, M.A., F.c.A.; Vice-President, 
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Mr. G. W. Murphy, B.A.(COM.), F.c.A.; Hon. 
Treasurer, Mr. A. E. Armitage, M.A., 
F.C.A.; Hon. Secretary, Mr. T. W. E. 
Booth, F.c.a.; Hon. Librarian, Mr. G. W. 
Murphy, B.A.(COM.), F.c.A.; Hon. Auditor, 
Mr. C. H. Massiah, F.c.A. 


Students’ Societies 


COVENTRY 

THE ANNUAL DINNER Of the Coventry Stu- 
dents’ Society was held at the Saxon Mill, 
Warwick, on May 26, under the chairman- 
ship of the President, Mr. P. J. Summers. 
Mr. H. Weston, an industrialist, and Mr. 
W. H. Motley, H.M. Inspector of Taxes, 
were present as guests. 


LONDON 

News from the Committee 

Membership of the Committee 

AS A RESULT Of the voting at the annual 
general meeting, three Committee members 
standing for re-election, Mr. Crowther, Mr. 
Nadal and Mr. Snow, were unsuccessful. 
Letters have been sent to them expiessing 
the Committee’s appreciation of the services 
they have rendered. 

The three new members, Mr. Le Blanc, 
Mr. MOll and Mr. Woolgar, were welcomed 
at the May meeting of the Committee. 

The Chairman of the Committee for 
1961/62 is Mr. B. J. Arthur, and the Vice- 
Chairman is Mr. C. L. Llewellyn-Smith. 


Representative on the District Society Com- 
mittee 

Mr. W. K. Wells was re-appointed, as his 
experience and personal knowledge of the 
work of the Committee are very valuable. 


Miss Large 

It was with great regret that the Committee 
learnt that Miss Large was leaving for an- 
other post after eight active years in the 
service of the Society. She was accorded a 
hearty vote of thanks, and leaves with our 
best wishes for the future. Mr. D. C. P. 
Kelleher takes up the position of Assistant 
Secretary. 


Staff Difficulties 

The shortage of staff which has been ham- 
pering the work of the Society is now, 
happily, over. The addition of one full-time 
and one part-time member brings the ad- 
ministration up to strength. It is regrettable 
that they start with such a heavy back-log 
of work. 


Publicity and Magazine Sub-Committee 

An editorial board has been set up to pro- 
ceed with the production of a magazine for 
the Society. 


Social Clubs 

The “59 Club” held a debate with the nurses 
of St. Bartholomew’s Hospital. The motion 
“This house considers that honesty is pre- 
ferable to tact” was defeated. The Taverners 
held a “Jazzy Beer Festival” at the Chenil 
Galleries. 
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SOUTHAMPTON & DISTRICT 

THE NEW HONORARY Secretary is Mr. M. J. 
Narracott, c/o Messrs. Wootton, Pattinson 
& Nicholls, 17 St. Peter Street, Winchester, 
Hants. 


WEST WALES 
A PRE-EXAMINATION DAY revision course 
was held on May 3 at Swansea. The 
lectures were given by Mr. V. S. Hockley, 
B.COM., C.A. He was welcomed by the chair- 
man, Mr. G. Martin Davies, Hon. Lecture 
Secretary. The thirty-six students were 
joined by senior members of the Society 
for lunch. 

It is hoped to extend the course to cover 
two days before the November examina- 
tions. 


Chartered Accountants’ 
Golfing Society 


THE SIXTY-SECOND ANNUAL general meeting 
was held at Cliftonville on May 13, during 
the week-end meeting at Royal St. George’s 
Golf Club, Sandwich, under the chairman- 
ship of Mr. J. B. Pittman. 

Mr. Pittman was again elected as Presi- 
dent, and the retiring Vice-Presidents were 
re-elected. Mr. A. W. Coleman was elected 
Captain, Mr. D. W. Gibson Vice-Captain, 
Mr. D. V. House Hon. Secretary and 
Treasurer, and Mr. C. I. Steen Hon. 
Match Secretary. The retiring Committee 
members were re-elected, and Mr. J. S. 
Hyland was re-appointed Hon. Auditor. 

In the competition, P. H. Blandy won 
the Captain’s Prize (presented by the retiring 
Captain, Mr. L. V. Mills) and Ernest 
Cooper Cup; R. G. Carter won the second 
prize, and H. D. Nicholson the scratch 
prize. Prizewinners in the Saturday Four- 
somes were (1) S. A. Letts and S. Pleydell- 
Bouverie, and (2) H. Lemmon and T. 
Spencer; and in the Sunday Foursomes (1) 
A. P. Humphries and M. Green, and (2) 
H. W. Claxton and E. H. Head. 

The annual match against the London 
Solicitors was played at Walton Heath 
course on May 28. The match was as keenly 
contested as ever. The teams consisted of 
five pairs, and ten foursome matches were 
played. The result was a win for the Char- 
tered Accountants by 7 matches to 3. 


Forthcoming Events 


BLACKPOOL 
July 7.—Meeting of Blackpool and Fylde 
Students’ Society. Guest speaker, Mr. H. 
Hague. The Clifton Hotel, Talbot Square, 
at12.45 p.m. 


HUDDERSFIELD 
June 20.—Members’ luncheon meeting, 
followed by a talk on the Huddersfield 
Redevelopment Plans, by Mr. S. M. 
Richmond, Borough Architect and Plan- 
ning Officer. Whiteley’s Café, Westgate, at 
12.30 for 12.45 p.m. 
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LEEDS 
June 26.—Members’ luncheon meeting. 
Great Northern Hotel, at 12.45 p.m. 


LONDON 

June 26.—Annual meeting of subscribers to 
the Incorporated Accountants’ Benevolent 
Fund. The office of Messrs. Allen, Baldry, 
Holman and Best, Bilbao House, 36 New 
Broad Street, E.C.2, at 12 noon. 

July 5.—Institute of Chartered Accountants 
in England and Wales: Annual Religious 
Service. St. Margaret’s Church, Lothbury, 
at 1 p.m. 


OXFORD 
July 13 to 18.—Institute of Chartered 
Accountants in England and Wales: 
Summer Course. Christ Church. 


SHEFFIELD 
June 26.—Annual general meeting of 
Sheffield and District Society. Kenwood 
Hotel. 


YORK 
July 12.—Members’ luncheon meeting. 
De Grey Rooms, at 1 p.m. 


Persona] Notes 


Sir Julian Pode, F.c.A., managing director 
of The Steel Company of Wales Ltd. since 
its formation in 1947, now holds in addition 
the office of deputy chairman, and will 
become chairman on February 6, 1962. Sir 
Julian is President-elect of the British Iron 
and Steel Federation. 


Mr. R. P. Tovey, F.c.A., chief accountant, 
is to be secretary and chief accountant of 
The Steel Company of Wales Ltd. with 
effect from February 6, 1962. 


Messrs. Hodgson, Morris & Co., Char- 
tered Accountants, Liverpool, announce 
the retirement of their senior partner, Mr. 
Irving Buck, B.COM.SC., F.C.A., in order to 
take up a commercial appointment. The 
practice is being continued by the remaining 
partners, and Mr. Buck has agreed to assist 
them in a consultant capacity. 


Mr. W. J. Kilpatrick, M.A., C.A., has been 
appointed secretary to Gillett Brothers 
Discount Co. Ltd., London, E.C.3. 


Messrs. Deloitte, Plender, Haskins & 
Sells announce that they have opened an 
office in Zurich, Switzerland. The resident 
partner is Mr. K. F Scarff, F.c.A., who has 
been with the firm in London for many 
years. 


Messrs. Russell & Co., Chartered 
Accountants, who carry on practice in the 
Lebanon, Cyprus, Greece, the Sudan, 
Ethiopia and elsewhere, announce the 
formation of a joint partnership with 
Messrs. Arthur Young & Co., of the 
United States and Great Britain, to carry 
on practice throughout the Middle East 
under the name of Arthur Young & Com- 
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pany. Messrs. Russell & Co.’s existing 
practice continues as heretofore. 


Messrs. Thornton, Charlesworth & Co., 
Chartered Accountants, Bideford and 
Torrington, Devon, announce that they 
have admitted into partnership Mr. R. D. 
Hayman, F.c.A., who has _ previously 
practised on his own account at Northam, 
Devon. The firm name is unchanged. 


Messrs. Arthur Young & Company, 
London, E.C.2, announce that they have 
taken into partnership Mr. G. J. Howe, 
A.C.A., Who has been with them for a 
number of years. 


Messrs. Broads, Paterson & Co., Char- 
tered Accountants, London, E.C.2, an- 
nounce that they have taken into partner- 
ship Mr. G. J. Howe, A.c.A., who has been 
with them for a number of years. 


Messrs. Thomson McLintock & Co., 
Chartered Accountants, and Messrs. Brown 
Fleming & Murray, Chartered Accountants, 
announce the formation, in conjunction 
with Messrs. Main and Company, Certified 
Public Accountants, of a new firm which 
will practise in New York and elsewhere 
in the United States in the name of 
McLintock, Murray, Main and Company. 
The partners of the new firm are M. C. 
Conick, Oscar L. Miller, Thomas Lister, 
J. Ivan Spens, James T. Dowling and John 
S. Wilson. 


Messrs Lord, Foster & Co., Chartered 
Accountants, London, E.C.2, announce 
that Mr. C. M. Moss has retired from the 
partnership to take up a commercial 
appointment. 


Messrs. James Barlow & Son, Chartered 
Accountants, Bolton, announce that, fol- 
lowing the death of Mr. James Barlow, 
F.c.A., Mr. David L. Holt, A.c.A., has been 
admitted into partnership. 


Messrs. Walton, Watts & Co., Char- 
tered Accountants, Manchester, announce 
that they have admitted Mr. Robert 
Hayton, A.c.A., to partnership. Mr. Hayton 
joined the staff in 1949 and served his articles 
with the firm. 


Mr. J. H. Smith, F.c.A., A.1.M.T.A., 
Assistant Chief Accountant of the West 
Midlands Gas Board, has been appointed 
Chief Accountant of the Southern Gas 
Board with effect from August 1. 


Messrs. Allen, Baldry, Holman & Best, 
Chartered Accountants, London, E.C.2, 
announce that Mr. Edward Baldry, 0.B.z., 
F.c.A., and Mr. W. J. Jackson, F.C.A., are 
retiring from the firm and from active 
practice on June 30. They will, however, 
remain in close consultation with the firm 
and will retain directorships and other public 
Offices. 


Removals 


Messrs. Arthur Young & Company 
announce that they have removed ther 


offices to Moor House, London Wall, 
London, E.C.2. 


Messrs. Broads, Paterson & Co., Char- 
tered Accountants, announce that they have 
removed their offices to Moor House, 
London Wall, London, E.C.2. 


Obituary 


Charles Gordon Jolliffe 

WE REGRET TO record that Mr. C. Gordon 
Jolliffe, F.c.A., died on May 28. In 1896 he 
was articled in the Newport (Mon.) firm of 
Parsons and Robjent, and qualified in 1901, 
taking the first place in both the Inter- 
mediate and Final examinations. He became 
a partner in the firm of Parsons and Jolliffe 
in 1902, and head of the firm in 1910. 

For a short period he acted as hon. 
secretary of the South Wales and Mon- 
mouthshire Society of Chartered Accoun- 
tants, but was never the “organisation 
man.” A born individualist, as he was soon 
recognised to be, he began a series of critical 
letters and memoirs which was later pub- 
lished as a history of the profession under 
the title “There is no Seconder.” As Mr. 
Jolliffe said of himself, he was usually on 
the side of the lost cause and the underdog: 
“T have found endless pleasure and content 
in fighting for the small man.” 

Mr. Jolliffe was born at Chesterfield in 
1879 but when he was six his family moved 
to Chepstow, and all his life he took an 
intense interest in local history and the 
Chepstow Society. For forty years he was 
hon. secretary of the Newport and Mon- 
mouthshire branch of the Historical 
Association. In his youth Mr. Jolliffe was a 
keen sportsman. He was a Freemason and 
had been Worshipful Master of the 
Striguil Lodge as far back as 1911, and 
secretary in 1924. 

A wide circle of friends and acquain- 
tances will remember his innumerable acts 
of kindness. 


William McIntosh Whyte 
WITH DEEP REGRET we record the death on 
February 7 last of Mr. W. McIntosh Whyte, 
F.C.A., a Vice-President of the Incorporated 
Accountants’ Benevolent Fund and a 
former member of the Council of the 
Society. He was ninety-one years of age. 
Mr. McIntosh Whyte became an asso- 
ciate of the Society of Incorporated 
Accountants in 1899 and a fellow in 1902. 
He carried on his own practice in London 
till 1938, and for some years after that was 
associated with Messrs. Smallfield, Fitz- 
hugh, Tillett & Co. He was a member of the 
Council of the Society from 1914 to 1930, 
and rendered valuable service on several of 
its committees. He became a Trustee of the 
Benevolent Fund in 1919, and on resigning 
that office in 1930 he was elected a Vice- 
President, continuing in that capacity till his 
death. 
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Classified Advertisements 


Advertisements under “‘ Appointments Vacant”, “Practices & Partnerships”, “Appointments Required”, “‘Articled 
Clerks” —eightpence per word. Under “‘Official Notices”, “‘Miscellaneous” and other headings—one shilling per 
word. Box numbers—five shillings extra (including the five words in the advertisement). Semi-displayed panels—£4 
per column inch. All terms prepaid. Replies to Box Number advertisements should be addressed Box No... . c/o 
ACCOUNTANCY, Moorgate Place, London, E.C.2, unless otherwise stated. It is requested that the Box Number be 


also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS REGISTER OF THE INSTITUTE 
OF CHARTERED ACCOUNTANTS IN ENGLAND 
AND WALES 


Employers who have vacancies for members on their 
staffs and also members seeking new appointments are 
invited to make use of the facilities provided by the 
Institute’s Appointments Register. No fees are payable. 
All enquiries should be addressed to the Appointments 
— Moorgate Place, London, E.C.2.Tel. Moorgate 


APPOINTMENTS VACANT 


UNITED KINGDOM TECHNICAL 
ASSISTANCE 


The COMMONWEALTH RELATIONS OFFICE 
invites applications for posts of LECTURERS in 
(1) ACCOUNTANCY, (2) SECRETARYSHIP at 
the Training Centre at Patoling Jaya, 5 miles from 
KUALA LUMPUR, MALAYA. Applicants should 
be (1) a Chartered Accountant or a member of the 
Association of Certified and Corporate Accountants, 
with tutorial experience capable of lecturing up to the 
standard required for final professional examinations, 
(2) a Chartered Secretary capable of lecturing up to 
the standard required for Part II of the examination 
of the Chartered Institute of Secretaries. Age limits 
30 to 45 years. DURATION: THREE YEARS. 
SALARIES for both posts £2,250 plus TAX FREE 
ALLOWANCE OF £1,600 (married) and £900 
(single). All emoluments are paid by the U.K. 
Government. U.K. superannuation position will be 
preserved during tour of duty. For further details of 
the post and other financial conditions write to 
MInNistRY OF LasBouR (E9), 26-28 King Street, 
London, S.W.1, quoting E9/TCS/MAL(1) 913, 
(2) 924. 


UNIVERSITY OF BIRMINGHAM 
Department of Accounting and Administration 
Applications are invited for the post of 
LECTURER IN ACCOUNTING 

Salary according to qualifications and experience 
within the scale: £1,050 x £50—£1,400 x £75—£1,550: 
£1,550 x £75—£1,850. 

Applications (3 copies) naming three referees, 
should reach by July 31, 1961, the Assistant Registrar 
(Commerce and Social Service), THe UNIVERSITY, 
Edgbaston, Birmingham 15, from whom further 
particulars can be obtained. 


ACCOUNTANT FOR FAR EAST 


A CHARTERED ACCOUNTANT is 
required by a professional Firm of Account- 
ants of International repute in the Far East. 
The position offers considerable scope for 
rapid advancement for an energetic and able 
man who is not afraid of hard work. 

Applicants should preferably be between 
the ages of 26 and 34 and have had some pro- 
fessional experience since qualifying. The 
salary offered, according to qualification and 
experience, will not be less than £2,500 per 
annum for an initial contract of two years. 

Replies in confidence, giving full personal 
details and experience, to Box No. 56, c/o 
ACCOUNTANCY. 


ACCOUNTANT. Young, recently-qualified 
accountant seeking career in industry re- 
quired to assist Secretary at Head Office of 
Group of Engineering Companies in S.E. 
London. Salary £900 per annum. Full details 
to Box No. 62, c/o ACCOUNTANCY. 
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ST. PAUL’S AGENCY LTD 
All Audit Staff ............ £350 — £1500 
No fees to staff 


132 CHEAPSIDE, E.C.2. MET 8091 
Branches throughout London 


ACCOUNTANT 


An Assistant is required in the office of the Secretary 
of a leading group of companies in the heavy engineer- 
ing industry on the North-East coast. 

Applicants should be Chartered Accountants or 
have equivalent accounting or legal qualifications. 

This is an important appointment offering imme- 
diate responsibility and considerable scope for future 
promotion. 

Experience in industry is desirable, preferably with 
a medium or large industrial Organisation with export 
or overseas interests, but applications will be con- 
sidered from accountants in the profession wishing to 
make a career in industry. The preferred age is 25-30. 

Starting salary will be commensurate with qualifica- 
tions and experience and will be in the range 
£900-£1,100 per annum. 

There is in operation an attractive contributory 
pension scheme and free life assurance scheme, and 
housing assistance is available in appropriate cases. 

Applications should be addressed to Box No. 58, 
c/o ACCOUNTANCY. 


ACCOUNTANT FOR HONG KONG 
Peat, Marwick, Mitchell & Co. require a 
YOUNG, SINGLE CHARTERED AC- 
COUNTANT in their Hong Kong Office for 
a position offering wide and varied profes- 
sional experience. 

Commencing salary and allowances equiva- 
lent to £1,770 p.a. (after payment of Hong 
Kong taxation) which permits good standard 
of living and liberal margin for saving. 
Additional assistance will also be given to 
meet initial expenses and purchase of furni- 
ture. 

Contract for 34 years with six months paid 
leave on termination. Mid-tour leave can be 


Applications, in confidence, to Staff 
Manager, 11 Ironmonger Lane, London, 
E.C.2, giving 
and examination record 


ARE YOU SUITED? 


What we really mean is: are you an off-the-peg 

man or made-to-measure? If the former, you are no 

doubt content with the ordinary employment agency when 

seeking a new appointment. But we have no doubt that 

YOU prefer the services of the leading firm of Accountancy 
Consultants. We shall be pleased to assist you at all times. 


HARRISON & WILLIS LTD 


(Accountancy Employment Consultants) 


West End City 
15 Berners Street, W.1. 79 Gresham Street, E.C.2. 
LANgham 1436 MONarch 9416 


FULL TIME RESIDENTIAL COURSES 


in Andover, Hampshire 


FOR INSTITUTE EXAMS 


Separate final and intermediate courses 
Next courses commence September 2, 1961 


DONALD RICH LTD 


ROTHSAY, WEYHILL, ANDOVER, HANTS 
BASILDON HOUSE, MOORGATE, E.C.2 


Full details from 
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£500 to 
CHIEF ACCOUNTANTS 
ACCOUNTANTS 
BOOKKEEPERS 


of all employers and applicants. 


LAURIE & COMPANY 


(The Recognised Employment Specialists in Accountancy) 
19 BASINGHALL STREET, LONDON, E.C.2 (MONarch 6301) 


£2,500 P. A. 

COMPANY SECRETARIES 
ACCOUNTANCY ASSISTANTS 
AUDIT AND TAXATION STAFF 
During the past year, as in every year since 1909, we have intro- 
duced the candidates appointed to hundreds of positions in all branches 

of accountancy, at all levels in the range £500/£2,500 p. a. 
We expect another successful year, and look forward te the oppor- 
tunity to place our expert knowledge and efficient service at the disposal 


E. IRVINE HALLAS, F.C.A. 


91 HARBOUR RD., WIBSEY, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 900 signed letters 
received from past students will be sent on request. 


eve 


ACCOUNTANTS AND 
COST ACCOUNTANTS 


required by leading Electrical Manufacturing 
Group with offices situated in the North 
London Area. The positions offer excellent 
opportunities to young recently-qualified 
Accountants or Final students wishing to 
make their careers in industry and gain 
experience in up-to-date Management Ac- 
counting. The work is of an interesting nature 
and attractive salary is envisaged. Contri- 
butory Pension Scheme and Canteen facili- 
ties are available. Apply giving full details to: 
Personnel Manager, THORN ELECTRICAL 
Inpustries Ltp., Great Cambridge Road, 
Enfield, Middx., quoting ref. No. M 5018. 


AN OPPORTUNITY is offered to a young Chartered 
Accountant who has made up his mind to a career in 
the profession, to join the Manchester Office of a 
medium-sized firm. The prospect of future partner- 
ship will not be barred by lack of capital. Post quali- 
fication experience with a large- or medium-sized firm 
is desirable. Applicants must be of the calibre to 
command a commencing salary of £1,000. Box No. 
53, c/o ACCOUNTANCY. 


BIRMINGHAM CHARTERED ACCOUNTANTS 
require qualified or experienced staff. Salary ranges 
£1,000, £1,250, £1,500, according to experience. 
Apply Box 657, Munpy, GrtBeRtT & TROMAN LTD., 
86 New Street, Birmingham 2. 


CHARTERED 


ACCOUNTS ASSISTANT required by large 
West End Advertising Agency for interesting position. 
Must have good accountancy knowledge; would suit 
person with auditing background; not necessarily 
qualified. Age preferably under 30. Contributory 
pension scheme. Salary approx. £750 according to 
experience. Write with full details to Box 65, c/o 
ACCOUNTANCY. 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call Booru’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


ACCOUNTANT 
FOR AUSTRALIA 


Young qualified Chartered Accoun- 
tant required for Brisbane firm of 
Chartered Accountants with inter- 
state and overseas affiliations. Start- 
ing salary of £A1,500 is offered to 
the successful applicant. Excellent 


ASSISTANT 
INTERNAL AUDITOR 


Bakelite Limited requires an Accoun- 
tant as Assistant Internal Auditor 


The work covers all commercial, production 
and accounting activities. A sound knowledge 
of Standard Costing is therefore required, as 
well as a good background of auditing and 
commercial practice. Experience in cost 
investigations would be useful. There are 
good prospects for advancement. The Com- 
pany has a number of establishments which 
require to be visited from time to time, but the 
position is based on Birmingham. Applicants 
should write giving details of their qualifica- 
tions and experience to the 


Personnel Manager 
Bakelite Limited 


Redfern Road, Tyseley 
Birmingham 11 


prospects. Nominations for assisted 
passages could be arranged for appli- 
cant and his family. Reply in writing 
to Robson, Morrow & Co., 59 New 
Cavendish Street, London, W.1, 
quoting Reference No. 48/EVN/61. 


CHARTERED ACCOUNTANT required as Secre- 
tary for Manufacturing Subsidiary of large U.K. 
Group in south-west London. Age 25-35. Previous 
industrial experience not essential but desirable. 

according to qualifications and experience. 
Reply with full particulars to Box No. 60, c/o 
ACCOUNTANCY. 


CHARTERED ACCOUNTANT 


The Charterhouse Group Limited requires a Group 
Internal Chief Accountant, aged 30-40, to assume 
control of its Head Office accounting sections. 
Applicants should preferably have previous ex- 
perience of the preparation of consolidated accounts 
and of merchant banking accounting practice. Salary 
will be in the range £1,750-£2,250 (according to age 
and experience) with commensurate pension provi- 
sions. Please apply to the Secretary, 30 St. Swithin’s 
Lane, London, E.C.4. 


CHARTERED ACCOUNTANT/SECRETARY, with 
budgetary control experience, required for West 
Middlesex area. Salary between £1,250 and £1,500 
depending on experience. Excellent prospects of 
taking sole charge of Accounts Department. Box 
No. 63, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANT preferably 
with some years’ good experience since 
qualifying, required from August by City 
Chartered Accountants (120 on staff) for 
medium-sized and larger audits. Starting 
salary from £1,300 a year increased with 
experience and rise of £150 after twelve 
months. Holiday arrangements honoured. 
Please write as to previous experience to 
Box No. 61, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS 


in Freetown, Sierra Leone, require young Chartered 
Accountant for general accounting practice. Interest 
in systems and methods an advantage. Passages for 
family and furnished accommodation, car, etc., 
provided. Starting salary not less than £1,650, 
increased with age and experience, for 18 months’ 
tour with three months’ home leave on full pay. Low 
Income Tax. Please write as to previous experience to 
Box No. 64, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS, London and over- 
seas, require a qualified accountant with good post- 
qualification experience for their London office aged 
25 to 35. Excellent salary and managerial prospects. 
Box No. 49, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANTS — Price 
Waterhouse & Co., 3 Frederick’s Place, Old 
Jewry, London, E.C.2, have vacancies for 
young qualified accountants. Excellent 
prospects and opportunities for broadening 
experience in the profession. 5-day week, 
luncheon vouchers and pension scheme. 


CHARTERED ACCOUNTANTS, with practices in 
London and overseas, require a newly-qualified 
chartered accountant of good ability for their London 
office. Commencing salary up to £1,000 per annum 
(according to ability) and good prospects. May 
finalists considered subject to qualification. Box No. 
48, c/o ACCOUNTANCY. 
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CHARTERED ACCOUNTANTS require qualified 
and unqualified Senior and Semi-Senior Audit 
Clerks. Pension scheme. Five-day week. Good salaries 
according to experience. Apply: CoopEeR-PARRY, 
Hat, Doucuty & Co., 102 Friar Gate, Derby. 


COST 
INVESTIGATOR 


Nicholas Products Limited require a qualified 
Chartered Accountant or Cost Accountant to carry 
out special investigations and advise on all aspects of 
production costing in a modern pharmaceutical 
factory. Several years’ experience of standard costing 
is essential. This position offers excellent prospects to 
a man with imagination and initiative who is capable 
of discussing cost control problems with Senior 
Management. The successful applicant, who will 
report direct to the Chief Accountant, will be between 
25-35 years of age, and receive a commencing salary 
between £1,200 and £1,500 per annum. 


The Company is one of the Aspro-Nicholas Group, 
which offer an excellent non-contributory Pension 
Scheme and Sick Benefit Scheme. 


Please apply in writing, stating age, qualifications 
and experience to the 


Personnel Manager (N/E/4) 
NICHOLAS PRODUCTS LIMITED 
225 Bath Road 
Slough, Bucks 


DELOITTE, PLENDER, GRIFFITHS & CO.., Paris 
office, require young qualified accountants for 
permanent positions offering wide variety of experi- 
ence in British, American and Continental techniques. 
Write 39 RuE CAMBON, Paris, ler (France). 


FINANCE OFFICER required by Harlow Develop- 
ment Corporation. The gentleman appointed will be 
responsible directly to the Chief Finance Officer and 
will work on research, investigations and special 
reports. An accountancy finalist or graduate with a 
high standard of initiative and achievement is required. 
The salary will be within the scale £1,415—£1,825, 
depending on individual merit and ability. Housing 
accommodation and superannuation. Applications, 
within seven days. to GENERAL MANAGER, ae 
Gilston, Harlow. 


INTERNATIONAL FIRM of accountants require a 
newly-qualified accountant for their tax department. 
Unique opportunity for specialisation, particularly i in 
international taxation. Apply, stating age, experience, 
and salary required to: 
Edward E. Maltby 
ARTHUR ANDERSEN & Co 
Roman House 
Wood Street 
London, E.C.2 


MARSH & BAXTER LTD. 
BRIERLEY HILL, 
STAFFORDSHIRE. 


GROUP SECRETARY 


Applications are invited for the appoint- 
ment of Secretary to the Marsh & Baxter 
Ltd. and C. & T. Harris (Calne) Ltd. Groups 
and their Subsidiaries. 

The two Groups operate Factories en- 
gaged in Ham and Bacon Curing, Food 
Processing and Manufacturing: they also 
have Depots and Retail Branches. 

Candidates for this post should be Char- 
tered Accountants of first class personality 
and ability, who have had wide experience 
in the Commercial field. 

Only those who can command a salary 
between £4,000—£5,000 per annum should 
apply. 

Please write in strict confidence to: H. R. 
Mars, c/o MARSH & BAXTER LTD., Brierley 
Hill, Staffs. 


and previous experience to: 


\ 


QUALIFIED 
ACCOUNTANTS 


SHELL-MEX AND B.P. LTD. have vacancies in the 
United Kingdom for Qualified Accountants 
Age Bracket 23-35 years 


The Company offers a progressive career with excellent 
promotion prospects to men who have an appreciation of the 
financial requirements of management and who can adapt 
themselves to a wide variety of assignments. 
continues, candidates will be expected to assume increasing 
responsibilities and to display qualities of leadership. 
Excellent pension scheme covering widow and dependent 
children. Fees and removal expenses involved in house 
transfer paid for married men. Starting salary commensurate 
with qualifications and experience. 

Apply by letter giving details of age, education, qualifications 


The Manager, 

Staff Development Department (Ref. D/270), 
Shell-Mex and B.P. Ltd., 
Shell-Mex House, 

Strand, London, W.C.z2. 


quoting the reference on letters and envelopes. 


As progress 


MANCHESTER CHARTERED ACCOUNTANTS 
require the services of an experienced Senior. This 
responsible position will carry rewards comparable 
with those offered in commerce with security and 
excellent prospects. Box No. 54, c/o ACCOUNTANCY. 


NATIONAL SERVICEMEN. Qualified men who are 
about to be released from National Service and who 
wish to widen their professional experience before 
deciding whether to remain in the profession or to 
enter commerce are invited to apply to a well-known 
firm of City Chartered Accountants for positions on 
their audit staff. Box No. 45, c/o ACCOUNTANCY. 


PEAT, MARWICK, MITCHELL & CO. 
have vacancies in their London office for 
young Chartered Accountants who wish to 
widen their experience in all branches of 


good 
starting salary, pension scheme.Opportunities 
for service overseas. Applications to 11 Iron- 
monger Lane, E.C.2. 


RECENTLY-QUALIFIED Accountant or Finalist 
required to assist financial Director of expanding 
Group engaged in Building and allied activities. 
Write, with full details of schools, examinations, age 
and salary required. WALTER LLEWELLYN & SONS 
Ltp., 16 South Street, Eastbourne. 


REQUIRED by large Engineering Concern in 
Pakistan, Assistant Accountant who must be 
Pakistani national. Apply with details and qualifi- 
cations to Box No. 66, c/o ACCOUNTANCY, 


SEMI-SENIOR required by City firm with expanding 
practice. Excellent prospects. Salary up to £650 
according to experience. Box No. 32, c/o ACCOUNT- 
ANCY. 


SENIOR. Chartered Accountant required by City 
firm. Excellent prospects for newly-qualified man 
desiring to widen experience. Salary £850 to £1,100. 
Pension scheme. Box No. 31, c/o ACCOUNTANCY. 


TAXATION. Leading City firm of international 
accountants offer a unique opportunity to a newly- 
qualified chartered accountant to specialise in taxa- 
tion, both domestic and international. Comprehen- 
sive training and wide experience will be given. 
Generous starting salary with excellent future pros- 
pects. Institute pension scheme. Apply Box No. 55, 
c/o. ACCOUNTANCY. 


VACANCIES available for qualified Accountants 
in South America, West Indies, Rhodesia, Kenya, 
Far East and the Continent. Call Bootu’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


WORKS ACCOUNTANT. Qualified Ac- 
countant required for Engineering Works in 
S.E. London. Industrial or Commercial ex- 
perience including staff control essential. 
Permanent, pensionable post. Age preferred 
30-40 years. Salary according to experience 
£1,250-£1,750 - annum. Box No. 57, c/o 
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UNITED DOMINIONS TRUST LTD., Bankers, 
require young CHARTERED OR CERTIFIED 
ACCOUNTANTS (male) for permanent positions in 
London. Opportunities for overseas appointments 
occur from time to time. Salary commensurate with 
age and experience. Bonus and non-contributory 
pension scheme. Write to Personnel Department, 
UNITED Dominions Trust Ltp., United Dominions 
House, Eastcheap, London, E.C.3. 


PRACTICES AND 
PARTNERSHIPS 


AUSTRALIAN REPRESENTATION. — Australian- 
wide firm of Chartered Accountants wishes to arrange 
representation and reciprocal arrangements with 
United Kingdom firm preferably, but not necessarily, 
also affiliated in United States of America. HORNE- 
MANN, Loper & Co., c/o Institute of Chartered 
Accountants in Australia, 23 McKillop Street, Mel- 
bourne, C.1, Australia. 


SOLE PRACTITIONER with small staff Ealing 
District has two spacious offices, surplus to own. 
Interested in contacting another sole practitioner who 
is interested in these offices and to come to a working 
arrangement in case of illness, holidays, etc. If work- 
ing arrangement is satisfactory would, at a later date, 
consider a partnership. Box No. 59, c/o ACCOUNT- 
ANCY. 


MISCELLANEOUS 


Accountancy Tutors Ltd. 
offer private tuition by arrangement 
to Articled Clerks preparing for the 
examinations of the Institute, Inter. 
and Final. Apply to the Director of 
Studies, 10 Lincoln’s Inn Fields, Lon- 
don, W.C.2. (CHAncery 2989.) 


BRONZE NAME PLATES, cream enamel letter- 
ing. Send required wording. Proof submitted. 
Mate, Engravers, 7a Bayham Street, N.W.1. 


DESIGNING and printing of Reports, Accounts and 
Prestige Brochures by GRAFTON ARTS LIMITED 
(Est. 1911), 3-5 Fetter Lane, E.C.4, Tel: FLEet 
Street 6941-3. 


MEETINGS—A Conference Hall, seating up to 480, 
and smaller rooms are available for company and 
other meetings. Apply Secretary, THE CHARTERED 
INSURANCE INstITUTE, The Hall, 20 Aldermanbury, 
London, E.C.2. 


INVEST SAFELY WITH 


WILLESDEN CORPORATION 
oO Any period from 3-10 YEARS 
6 yA P.@. No expenses to Lender 
£5,000 or more TRUSTEE SECURITIES 
Rates for smaller sums sent on request 


Details from BOROUGH TREASURER (A), 
TOWN HALL, LONDON, N.W.6. 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. Send wording and size 
for free estimate and layout to ABBEY CRAFTSMEN 
Ltp., Abbey Works, 109a Old Street, London, 
E.C.1. Tel. CLErkenwell 3845. 


RUBBER STAMPS. Why wait weeks? 2-3 days’ 
delivery guaranteed. MARK C. BROowN & Son, 93 
Spring Bank, Hull. Telephone 35042. 


STOCKTAKING. Brinson Hoare Ltd., Specialist 
Stocktakers and Valuers. Qualified Staff. Moderate 
fees. 40 Birchington Road, London, N.8. (Telephone 
MOUntview 3136.) 


TAXATION FORMS. A complete range from 17s. 6d. 
per 100. Also COMPANY FORMS at competitive 
prices, e.g. Annual Return (Form 6a) our price 
42s. Od. per 100. Apply for lists to SHARPTHORNE 
Press Ltp., 25 Holborn Viaduct, London, E.C.1. 
FLE 0838/39. 


members. 


Association in their wills. 


commercial rates. 


The Chartered Accountants’ 
Benevolent Association 


The principal object of the Association is the relief of necessitous persons who are or have 
been members of The Institute of Chartered Accountants in England and Wales, of their 
necessitous wives and children and of the necessitous widows and children of deceased 


All members of the Institute are invited to support the Association by the payment of an 
annual subscription or by donation. Some members may also find it possible to mention the 


The Association is able from time to time to assist in finding accommodation in homes for 
aged members and their wives and for the aged widows of members in cases where a measure 


of care and attention is required which cannot be obtained by paying for it at normal 


Enquiries should be sent to the Honorary Secretary at Moorgate Place, London, E.C.2. 


; 
: 
: 
‘ 
a 
j 
4 
wo 


Established 1807 


FULLER, HORSEY, SONS & CASSELL 
INDUSTRIAL AUCTIONEERS AND VALUERS 


Plant and machinery valued for balance sheets, amalgamations, 
new issues, estate duty, fire insurances, etc. 


Auctions anywhere in the British Isles. 


Surveyors and valuers of factories, mills, wharves and warehouses. 


Estate agents for all industrial premises. 


All business conducted from the City of London 
10 LLOYD’S AVENUE, LONDON, E.C.3 


Telephone: ROYal 486! (4 lines) 


KING’S DETECTIVES | COMMERCIAL UNION 


Confidential Investigations in Civil, Criminal, Commercial, 

and Personal cases. Surveillance discreetly effected. Internal 

Larcenies and cases of Fraud and Embezzlement investi- Assurance Co. Ltd. 

gated. Financial Inquiries and Investigations in Bankruptcy 

cases undertaken. Questioned Documents examined. Persons 
Traced. 


W. J. KING’S DETECTIVE BUREAU LTD. 
CHANCERY HOUSE, 53/64 CHANCERY LANE, LONDON, WC2 


HOLborn 0343/4/5 rondon 


Chartered Accountants 


TRADE STOCKTAKERS are invited to apply 


INCOME TAX OR SALE for Agency facilities 
NORMAL TERMS 
Head Office 
ORRIDGE & CO Emabiished 1846 24 Cornhill 
184 STRAND, LONDON, WC2 London E.C.3 
Telephone: TEMple Bar 9212/3-6340 
Branches in: Liverpool, Sheffield, Birmingham, Southampton and Swansea Branch Offices throughout the country 
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Awful Warning 


Broken fibula! cracked tibia! How? So! . 
Smacked right in the middle of the Gran Via by a crazy, mixed-up, ice-cream tricyclist ! 
Not insured? No! What a holiday you must have had! 
Extra cash for doctors, hospital, stretchers, solicitous hotel porters— 
must have cost pounds an aching minute ! 


Take me, now. I’m insured with Royal Exchange against injury when- N.B. 
ever I stir on holiday, business. Yet no tricyclist ever hit me. Mark for nt pet PR 
you, if one did, I’d have soft foreign hands to smooth my brow. Better pc melt A ic: SR 
still, the Royal Exchange would pay me compensation. Not a bad idea, asia ppc apo 
for a travel insurance application form , 

really... you never know. even before you book your tickets. 


ROYAL EXCHANGE ASSURANCE 


ROYAL EXCHANGE - LONDON : E.C.3 


Published by THe INstrruTE OF CHARTERED ACCOUNTANTS IN ENGLAND WALEs at Moorgate Place, London, E.C.2, 
and Printed in Great Britain by THe SHENVAL Press, SIMSON SHAND LtpD., London, Hertford and Harlow. June, 1961. 
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